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ESSAY ON BANKING AND CURRENCY. 
BY J. N. CARDOZO, OF CHARLESTON, S.C. 


THERE are two systems of banking and currency which now 
claim the attention of the American public. 

1st, The present system of National banks. 

2d, A scheme of Government paper-money, intended to supersede 
that system. 

The Comptroller of the Currency, in his annual report of Dec. 2, 
1867, has misconceived the design of the promoters of the proposed 
substitute of a Government paper-money for the currency of the 
National banks. He appears to assume that the National banks 
will be divested of their privilege of discount. These institutions, 
on the contrary, will retain all the powers they have now (except 
the privilege of issue), of discounting commercial paper, and re- 
eeiving deposits, with only this difference, that instead of their 
capital being invested in United-States bonds, as security for their 
issues, it will be invested in other securities. The argument is there- 
fore inappropriate of the want of “elasticity,” as alleged by the 
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Comptroller of the Currency; and that a Government paper-money 
is an “iron” currency, as affirmed by him: the elastic power will 
still reside in the three hundred millions of bank-notes, converted 
into bonds, and reconverted to the original capital of the State banks, 
The expression of an “iron” currency is much more applicable to 
the present currency of the National banks, which do not admit of 
increase or diminution. 

The question may be asked, as it has been propounded by the 
Comptroller, would there be sufficient inducement, on the score of 
profit, to engage in banking without the privilege of issuing notes? 
The gain is now five and six per cent on the bonds deposited with 
the Treasurer of the United States as security for the issues. The 
National banks are entitled by the Banking Law to charge seven per 
cent per annum for discounted paper. They would therefore gain 
from one to two per cent by the change of investment from the 
bonds to private and commercial investment. This would be in 
addition to the profit on such sums as would be placed with them on 
deposit; which are virtually part of their capitals, to the extent of 
their employment in the discount of mercantile paper. If we sup- 
pose that this portion of their deposits is equal to one-fourth of their 
capitals, the gain would be eight and three-fourths per cent. The 
profit on buying and selling exchange will make the gross profit ten 
per cent. Deducting the expense of management, and the loss from 
bad debts, the net gain would be seven per cent per annum. Expe- 
rience is better than theory on such matters. The London joint- 
stock banks, and the London private bankers, derive a rate of 
interest varying from ten to fifteen per cent per annum on their 
’ paid-up capitals against the competition of the Bank of England, 
which enjoys a*monopoly of the issue of notes in London and its 
neighborhood. Independent of this large dividend, the joint-stock 
banks of London reserve a large sum as surplus, or what in ENGLAND 
is called the rest, which is occasionally divided among the share- 
holders. It is not pretended that banks in the interior will be able 
to divide a profit by simply discounting commercial paper indepen- 
dently of the privilege of issue, as this is their principal source of 
gain. I have computed the deposits at only one-fourth of their capi- 
tal. To compensate for withholding from the banks in the interior 
the privilege of issue, and the limited amount of their deposits, the 
joint-stock banks in the cities, which would necessarily engross a 
large share of the deposits, might, by establishing branches in the 
interior, be enabled to derive an average rate of profit, and hold 
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out a sufficient inducement to establish interior banks. Let us sup- 
pose the joint-stock banks in the cities divide for their stockholders 
twelve per cent, and the banks in the interior only three per cent, an 
average dividend would be seven and a half per cent. 

The transition from the one system to the other can be attended 
with no monetary derangement, except of the most temporary 
nature, with proper safeguards; for there could be no contraction 
and no fall of prices. There was no financial pressure except of a 
transient character, — no monetary crisis, much less panic, — when in 
1863 there was a conversion of bank-capital into bonds; nor can there 
be by a re-conversion. 

The subject admits of being divided into two general heads. 

1st, The proper mode of regulating the currency. * 

2d, The best method of regulating credit. 

In reviewing these topics in their general outline, we will look to 
the example of ENGLAND, as furnishing the largest measure of expe- 
rience, and the most fruitful lessons to the statesman and the political 
economist. There were two principal epochs in ENGLAND, in the 
history of banking and currency. 

ist, The period between the suspension of specie payments in 
1797, to their resumption in 1822. 

2d, The period from the Act of 1844, commonly called Sir Roperr 
Prev’s Act, to the present time, with some important modifications of 
the law of liability. 


REGULATION OF CURRENCY. 


The first of these epochs was one of great relaxation and of large 
public expenditure. The second period was characterized by the 
reverse effects. It has been one of artificial restriction, and of great 
fluctuation in the value of money. In the first of these periods, the 
Bank of England pursued a system of policy, and administration of 
its affairs, that placed it on a level with the country banks, or those 
local institutions whose discounts were governed by the wants of 
their respective neighborhoods, and whose issues were controlled by. 
no general laws of currency, but exclusively guided by the consid- 
erations and matters that influence banks in general; to wit, the 
solvency of the applicants for accommodation. In the second period, 
embracing the interval between resumption in 1822 and the present 
time, the policy of the bank presented a complete contrast to the 
first period. The framers of the Act of 1844 professed to be regu- 
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lated in their issues exclusively by the foreign exchanges and the 
price of gold. They placed an arbitrary limit on the notes issued to 
the public, which were not to exceed fourteen million pounds (the 
sum due by the Government to the bank), unless issued against bullion, 
adopting the principle, in regulating them, that they should vary in 
amounts at all times, precisely as a metallic currency would have 
varied if one had been in existence. 

Mr. BosanquEt* has traced this principle to its source in the 
report of the Bullion Committee made in 1810, where it lay dormant 
for some years, and finally was embodied by Sir Rosert Pret in 
the Act of 1844. The dogma on which it was founded was the fruit 
of an imperfect definition, that refused to consider any thing but coin 
and paper-money currency, excluding all other forms of credit, such 
as bills of exchange, promissory notes, checks drawn against 
deposits, &c. The effect was, that the convertibility of the Bank-of- 
England note was made the paramount object of the act; and no 
attention was paid to those other abuses of credit which had their 
origin in its too great extension. Mr. Bosanquer adds it as a 
remarkable fact, that the chief property and most conspicuous 
advantage of a well-regulated currency is overlooked in the mech- 
anism and arrangement of this system, in making paper-money thus 
to conform to a metallic standard; for the precious metals, though 
the most invariable in value of all substances, fluctuate greatly at 
short periods from various causes, both political and commercial. 
1. From an adverse or favorable balance of trade. 2. From war 
expenditure, subsidies, and the supply with gold of military chests. 
8. From an unfavorable harvest. 4. From the negotiation of foreign 
loans on the English market.f 5. From commercial discredit and 

* Vide Metallic Paper and Credit Currency, a tract published in London in 1842. 

t The general fact noticed in the text receives illustration from the personal experience 
of the writer. In the year 1837, an anomalous state of the foreign exchange appeared to 
perplex all who were curious in such matters. The nominal exchange was against, while the 
real exchange appeared to be in favor of, the UNITED STATES; in other words, the currency 
of the UNITED STATES was depreciated in comparison with that of GREAT BRITAIN, while 
the supply of bills drawn against GREAT BRITAIN exceeded the demand. Instead, then, of 
there being a current of specie setting in from the UNITED STATES towards ENGLAND, the 
current was in the opposite direction. Being editor of ‘‘The Southern Patriot,” a paper 
then published in CHARLESTON, and struck by the anomaly, I undertook the explanation as 
follows: The negotiation of a large number of bonds in the English market produced an 
excess in the supply beyond the demand for bills, which afforded a profit on export of the 
gold to the UNITED STATES, The English papers of that day made loud complaints of the 
loans of capital to the UNITED STATES, the power and extent of drawing by the latter 
counteracting the unfavorable nominal exchange against this country. 

This export of gold to the UNITED STATES was aided by what was called the gold-bill of 
Gen. JACKSON, by which the relative legal value of gold was raised to correspond with the 
then market value. 
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hoarding. Each of these causes is capable of producing an unfavor- 
able foreign exchange and a rise in the price of gold. It follows, that 
changes in the foreign exchanges, and in the value of bullion, do not 
constitute a sound principle for the regulation of the currency. 


THE BULLION COMMITTEE OF 1810. 


It is now upwards of half a century that the regulation of the English 
currency has engaged the attention of the British Parliament. We 
may date the commencement of the controversy from the publication 
of the Bullion Report in 1810.* 

This was the first systematic attempt made to generalize the prin- 
ciples applicable to currency and banking in England. The commit- 
tee was composed of men of Parliamentary eminence, and of scientific 
acquirements combined with practical knowledge. 

The names of Horner, Huskisson, Norton, and Barine were 
guarantees of their competency. The topics handled in the Report 
were fully debated in the House of Commons in 1811, when the 
principles of that Report were impugned, and the most absurd theo- 
ries propounded in hostility to it by the ministry and its adherents. 
It was denied that the currency was in the least degree depreciated ; 
guineas, which sold for thirty shillings in bank-notes, were declared by 
enactment to be equal in value to the paper notes which professed to 
represent them. All sorts of absurd dogmas were uttered on the 
ministerial benches with regard to the currency and the ideal value 
of the pound sterling. 

The rate of the foreign exchange was pronounced to be no criterion 
of the value of the currency; although it was plainly demonstrated, 
that if the difference between gold and paper was thirty per cent, 
and five per cent was the expense of placing the former on the Conti- 
nent, the other twenty-five per cent was the measure of depreciation. 

What was a remarkable feature in the controversy was, that, after 
placing on legislative record that Bank-of-England notes had not 
depreciated, Sir Ropert PxEx brought in his bill of 1819 to resume 
cash payments, founded on the presumption that the currency had 
depreciated! Such is the consistency of legislation. 


*We are indebted to Mr. MCLEOpD's work, entitled ‘“‘The Theory and Practice of Bank- 
ing,” published in 1856, for an abstract of the events connected with English banking and 
currency. 
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SIR ROBERT PEEL’S ACT OF 1819, 


Sir Rosert Peer has earned great distinction by his firmness in 
bringing back the country to its ancient standard after a departure 
from it for twenty-five years. There are few subjects that have 
given rise to more controversy than the effect of the resumption of 
cash payments in England in 1822. Leaving out of view the conse- 
quences to the taxpayer and fund-holder, the fall of prices extended 
to nearly all classes of production and every branch of business. 
The revulsion embraced capitalist and laborer, with the sole exception 
of those who lived on fixed incomes. The reaction had not com- 
pleted its effects in less than three years, until 1822. The skies 
brightened in 1824. Congratulatory addresses were delivered from 
the throne, and re-echoed by the Chancellor of the Exchequer. In 
1825, a crisis arose of almost unparalleled severity: great speculation 
and overtrading followed, accompanied with extensive failures of joint- 
stock-banks and mercantile firms. The Bank of England, in contra- 
vention of its rules, extended relief to many commercial houses which 
it saved from bankruptcy. Lord LivErPoot, in this year, induced the 
Bank of England to establish branches in many parts of the United 
Kingdom. 


HIGH AND LOW PRICES. 


Of all the problems to which the resumption of cash payments has 
given rise in ENGiaNnp, the fall of prices which accompanied that 
event has been deemed among the most insoluble in monetary science. 
It appears to me that the principle which resolves the fluctuation of 
prices into a law of currency admits of being so generalized as to 
reconcile the apparent contradiction between those who affirm that 
fall of prices, which accompanied resumption, was attributed to a con- 
traction of the currency, and those who allege that it admitted of 
expansion from over-supply of a large class of commodities, both of 
importation and domestic production. 

It has been asserted by the advocates of the currency-school, that 
every increase or diminution of currency is accompanied by a rise or 
fall of general prices. The adherents of the opposite school contend 
that a rise or fall of prices is the effect of a change in the relation of 
demand to supply, and is in no respect attributable to a change in the 
currency. Now, by no change in the terms of the proposition can it 
be said that a diminished demand is not identical with a change in 
the relation of demand to supply. For what do we mean to express 
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when we say, that a greater or smaller quantity of money has been 
applied in exchange for a greater or smaller quantity of commodities, — 
or, in other words, that their prices have risen or fallen, — than that the 
demand was increased or diminished? And is not this precisely the 
proposition enunciated by the opponents of the currency-doctrine? 
Do they not say that the rise or fall of prices is the effect of an aug- 
mentation or diminution of demand ?—a change in the relation of 
demand to supply? There is a question of principle and one of fact 
involved in the controversy. 

Every increase or diminution of currency is accompanied with a 
rise or fall of general prices. This is a principle that has acquired the 
force of an axiom. The question of fact depends on the relation of 
demand to supply as regards each separate article brought to market. 
The question, I presume, is one of degree. The point in dispute is 
not, Have prices fallen by the contraction of the currency, or by over- 
supply of commodities, but to what extent has contraction or over- 
supply affected prices ? 


SPECULATIVE YEAR 1825. 


One of the most memorable years in the history of English specu- 
lation is 1825. I have stated that the year 1824 was one of extra- 
ordinary prosperity. In the commercejof ENGLAND, a period of 
speculation is followed with one of revulsion. The springs of indus- 
try, which had been relaxed during the years 1820-21 and 22, and 
had recovered their elasticity in 1824, led to the usual consequences 
in 1825,— undue speculation, recoil, depression, and bankruptcy. 
The source of speculation this year was not the Bank of England 
so much as the country banks. The speculation was rather of a 
peculiar character. It was not in commodities principally, but in 
shares of companies, which were multiplied without number for the 
promotion of enterprise home and foreign. The most extravagant 
visions of wealth were indulged. Mining-shares reached very high 
prices. “The Anglo Mexican, on which £10 was paid, were at £43 in 
December, 1824; on the 11th of January, 1825, they were at £150. 
The Real del Monte, with £70 paid, were at £550 in December, and 
at £1350 in January; and others in similar proportions. The bullion 
in the Bank of England, which stood above £14,000,000 in January, 
1824, was reduced to £11,600,000 in October, 1824. The exchange 
on Paris had been falling ever since the close of 1823; the decrease 
in bullion, steady, uniform, and rapid ever since March. N ow, when 
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it was known that immense sums were leaving the country, and the 
exchange falling lower, what did the bank do? It increased its 
issues. During the month of October, 1824, they were increased 
£2,300,000. When every consideration of common sense and pru- 
dence demanded a rapid contraction, when the speculative fever was 
plainly declared, instead of doing what they could to check it, they 
added fuel to the flames. The bullion in the Bank of England fell 
in December, 1824, to £1,200,000.” * 


COMMITTEE OF 1832, 


The bank-charter expiring in 1833, a numerous Parliamentary com- 
mittee was appointed in 1832, before which several important points 
were discussed. The evidence adduced was adverse to the establish- 
ment of joint stock-banks of issue in London, in favor of making Bank- 
of-England notes a legal tender, and favorable to the publication of its 
accounts. It was the first time (says Mr. McLxop) of the prominent 
appearance of the heresy, that bills of exchange and cheques form no 
part of the currency. Mr. Horsrety Patmer stated in his evi- 
dence, in 1832, that the principle which guided the bank was to invest 
two-thirds of its liabilities in public securities during a period of full 
currency and favorable exchange, and to permit the bullion of the 
bank to be acted upon by the public through the foreign exchange. 

The years 1833, ’34, and ’35 were years of abundant harvests and 
great prosperity: there was consequently much accumulation of capi- 
tal, with an immense extension of the joint-stock bank-system. An 
increase of the spirit of speculation excited general attention among 
those who had witnessed the effects of the speculative year 1825. 
Large amounts of American bonds were negotiated in London, and 
the proceeds remitted to the Unirep Srarzs in gold. In the next 
five years, 1832 to 1837, a series of seasons of agricultural abundance, 
producing cheap food, with a steady influx of gold, enabled the Bank 
of England to pursue that course of steady policy by which the prin- 
ciples of the Bullion Report were adopted. The basis of that report 
was, that the eurrency was depreciated during the suspension of cash 
payments. The Anti-Bullionists contended that there was no depre- 
ciation, but that the difference between gold and paper was attribut- 
able to a rise in the value of gold, the effect of an extra war-demand. 
If the Anti-Bullionists had conceded that depreciation had taken 
place to some extent, the controversy could have been reconciled ; for 


* McLEop’s Theory and Practice of Banking, vol. il. p. 243-44. 
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the Bullionists could not have denied that there was an appreciation 
of gold to the extent of five or six per cent, the expense of the war- 
freight of gold and other expepses incident to the remittance of 
specie to the ports of the Continent. The Anti-Bullionists refused to 
make this concession, and the controversy was protracted for about a 
quarter of a century in consequence. It was not until 1819, the era 
of the adoption of Sir Rosert Prst’s bill to resume cash payments, 
that the principles of the Bullion Report of 1810 were fully recog- 
nized. , 
ACT OF 1844. 

The rule prescribed for the bank by Mr. Horsrty Pater, that 
of investing one-third of the liabilities in public securities, was found 
not to adapt itself to the exigencies of the institution; and various 
plans were devised for the regulation of the issues, when it was 
thought to be a happy contrivance, and a just practical deduction 
from the principles of the Bullion Report, to adopt the rule of regu- 
lating the paper currency by the foreign exchanges and the price of 
gold, assuming that the paper portion of the currency ought to be 
made to conform to the value of gold, and made to fluctuate as gold 
would have fluctuated nnder similar circumstances; that, for the 
more effectual purpose of such conformity, the department of issue 
should be separated from that of banking; that the directors should 
be placed under restraint, by limiting those issues to the amount 
of the debt owing by the Government to the bank (£14,000,000), and 
that all notes issued in excess of this sum should be exchanged 
against bullion. That these principles would prove delusive was 
anticipated by those who looked beyond theory for those principles 
of regulation that would combine steadiness with flexibility. This is 
still a desideratum. The present act has produced nothing but 
fluctuation. It has failed in periods both of excitement and compara- 
tive tranquillity, in 1847 and in 1857. 

The next stage of this history is one that still leaves the subject in 
uncertainty. There is no established principle in ENeLanp for regu- 
lating the British currency. It is not to be accomplished in legisla- 
tive halls or bank parlors. It is self-regulative. It must emanate 
from the people. It must be measured by their wants, limited by 
their daily expenditure. The inquiry then arises, How is the currency 
to be regulated? The following principle was enunciated during the 
examination before the Parliamentary Committee of 1832.* The 


* Examination of Mr. ANDERSON, manager of the Glasgow Union Banking Company, 
before the Parliamentary Committee of 1832. 
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reason of the rule given by him is as applicable to banking generally 
as to local institutions. “You may vary the quality of the circula- 
tion (says Mr. ANDERSON) as you please, but not the guantity of it. 
In other words, the natural demand of the people for money to serve 
their ordinary dealings is the controlling principle of the local 
circulation.” 

: The principle admits of extension to all issues and to money 
generally ; for there cannot be more than one principle for the regu- 
.lation of the currency. If the principle we have indicated, that the 
quantity of the circulating medium is determined by the wants of the 
community, be correct, all other principles must violate the true laws 
of currency. The idea of the public wants, as the regulative principle, 
includes all objects of daily expenditure. The principle applies as 
well to a metallic as a paper currency. The demand of the public 
for coin for retail transactions, similar to the demand of the mer- 
cantile portion of the community for the discount of bills of exchange 
and promissory notes, rests on precisely the same principles, — the 
public requirements. This is the self-regulating principle of the 
currency, and there can be no other. 


CRISIS OF 1847, 


The events connected with the railroad excitement in 1847, with 
the commercial crisis of 1857, are too recent and familiar to require 
comment or elucidation. The act of 1844 was twice suspended in 
ten years. Inthe excitement of 1847, the act of 1844 had no direct 
agency in producing the result, although it was chargeable with 
aggravating that excitement; but, in 1857, neither foreign war, nor 
deficient harvest, nor an adverse balance of trade, nor foreign loans, 
occurred to damage the money market, and yet the act failed to 
accomplish one of the chief purposes of its enactment, — to check 
speculation, and operate as a self-regulating power. It is impossible 
to suppose that a system so fluctuating can be permanent. Mr. 
McLeop is of opinion that it is in a state of transition,* in which 
opinion Iam inclined to agree with him. 


CRISIS OF 1857. 


The crisis of this year was attended by no features that distin- 
guished it from those which have characterized former events of a 
similar character, — the same round of speculation and reaction, the 
same pressure if not panic, the same bankruptcies that have marked 


* Theory and Practice of Banking. 
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other periods of a like extension and abuse of credit. It was traced 
to purely mercantile causes, and was followed by numerous failures 
of joint-stock banks. There was one feature developed during the 
examination before the Parliamentary Committee of 1858 of a novel 
character; which was the heavy advances of London banking-houses 
to parties in the British Colonies, which led to the heads of those 
houses becoming planters themselves. 


CRISIS OF 1866. 


A financial crisis of considerable magnitude and duration occurred 
in May, 1866. The Banks of England raised its rate of discount to 
ten percent per annum. Several private banking-houses of long 
standing were prostrated by the monetary pressure; and the recoil 
has been attended by a more than usual stagnation of trade and 
business, which continues to the present time. The particular causes 
which led to this crisis it is impossible to describe; but there appears 
to be much agreement of opinion in assigning, as the chief circum- 
stance, that the inducement to speculation was that modification of 
the law of liability, which has greatly extended speculation in the 
shares of joint-stock companies. That ENGLanp has been induced 
to change her policy in this respect has excited surprise. Instability 
of her financial system will probably be increased by this change. 

There: are some other alterations of her system that promise 
amendment. The disparity between the subscribed and paid-up 
capitals of her joint-stock banks has been found to encourage specu- 
lation in the shares of their companies. The British Parliament have 
recently passed an act supplementary to the act establishing those 
institutions, bringing their subscribed and paid-up capitals into better 
conformity. 

The rest of this history of English currency and banking is in- 
dicative of immaturity, giving signs of receding from those prin- 
ciples on which the stability of the British banking-system mainly 
depended. In 1861, Enatanp authorized the formation of joint- 
stock companies with limited liability, thus giving a direction to 
capital that has reduced the rate of interest in an unprecedented 
degree ; it having fallen in London to one and one and a half per 
cent per annum, and induced speculative investments in those 
companies, of an unheard-of extent. The plethora of capital in 
ENGLAND renders any tendency to a more rapid accumulation unde- 
niable, as contributing to those periods of speculation, accompanied 


. 
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by reaction and revulsion of which her history is so prolific. The 
allowance of interest on deposits by the joint-stock banks of London, 
and the permission to found joint-stock companies on the principle 
of limited liability, have given an unusual stimulus to investments in 
this line of enterprise. 


THE BANK-NOTE CURRENCY. 


It is impossible wholly to protect the public against the abuses of 
banking by any legislative restriction, although it is practicable to 
mitigate its evils. These abuses are inherent in the nature of credit. 
They are not peculiar to the paper-system, but may arise in countries 
where gold and silver are exclusively employed as currency and the 
basis of credit. In portions of Europe where there is no paper-cur- 
rency whatever, there have occurred, at various periods, extensive 
mercantile failures, as at Hamburg, Amsterdam, Rotterdam, and in 
various cities in Germany and the north of Europe. In 1857, the 
cities of Hamburg and Amsterdam, in which there is not a single 
bank of issue, were the theatres of extensive speculation, which ended 
disastrously, in consequence of the too great extension of credit. 
These failures were produced by connections with houses in Enc- 
LAND largely engaged in speculative transactions through fictitious 
bills of exchange. 

The position that banks cannot permanently over-issue is indisputa- 
ble; yet the qualifications to the proposition, that they have little or 
no agency in speculation, have been too generally overlooked. 

Joun Stuart Mitt was the first to qualify the too great generality 
of this proposition.* He divides the market into two periods, the 
quiescent and the expectant: the first, in which commercial affairs are 
regularly progressive, in which there is no speculative excitement; 
the last, in which speculation takes place from the supposedd eficiency 
of one or more staple productions of commerce. Speculators then 
enter the market, and, either by their own capital or advances from 
banks, make purchases of the commodity or commodities of which 
there is expected to be a scarcity. This is called by Mr. Mitt “the 
expectant state of the market. It is to enable holders to retain their 
stocks that banks of issue do mischief. They nourish and prolong 
speculation by their advances, although they may have had no agency 
in originating it. Expedients may be continued to check this ten- 
dency in banks of issue to prolong speculation.” 


* Principles of Political Economy, vol. ii, p. 219, 
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The only conceivable mode of checking the abuse of credit from 
undue advances of capital is by a limitation of the rate of discount that 
will not stimulate speculation when there is a tendency to an accumu- 
lation of loanable capital, in other words, rendering moneyed capi- 
tal too cheap. My suggestion is, by voluntary agreement among the 
banks, to establish a graduated rate of discount.* The effect, as we 
all know, of speculation, is to lead to re-action, monetary pressure, and 
perhaps panic, as certain as effects follow causes. It were better, if 
capital becomes superabundant, that it should continue unproductive, 
than, by excessive stimulus, to excite to such overaction, and to inju- 
rious recoil. The final result is stagnation, depression, and retarda- 
tion of national progress.t 

In making these remarks on the issue of bank-notes, I would not be 
thought to bring the charge against banks of issue of originating 
speculation; but that they nourish and prolong it is, I think, indis- 
putable; nor would I be thought to favor the doctrine that banks 
under a system of convertibility can keep out their notes except for 
a very temporary period. The best modification is found in Mr. 
Joun S., Mixx’s “Principles of Political Economy ” (vol. ii. p. 220). 
He says, “It cannot be contested, that, in speculative periods, an 
increase does take place in the quantity both of bills of exchange 
and bank-notes. This increase, indeed, so far as bank-notes are con- 
cerned, hardly ever takes place in the earliest stage of the specula- 
tions; advances from bankers not being applied to purchase, but in 
order to hold on without selling when the usual term of credit has 
expired, and the high price which was calculated on has not arrived. 

“Since, then, credit in the form of bank-notes is a more potent 
instrument for raising prices than book-credits, an unrestrained power 
of resorting to this instrument may contribute to prolong and height- 
en the speculative rise of prices, and hence aggravate the subsequent 
recoil.” 

We have offered above an extrAct from a British author unfavorable 
to the privilege of issuing bank-notes so far as such issue tends to 
foster and extend speculation. Below we copy a passage from an 


* “For example: assuming that six per cent is the average rate of discount, and sixty 
days the average term of credit, when credit is given for ninety days, the rate of discount 
to be increased to seven per cent; if for one hundred and twenty days, to eight per cent; and 
in the descending scale, when the term of credit is shortened to thirty days. to neduce the 
rate to thirty days; and soon.” We believe the principle prevails practically among banks 
and bankers, that they charge a higher rate of discount on paper of a long date than on paper 
of a short date; but it would, I conceive, be an improvement in banking if it were made a part 
of the system of banking. 

t Principles of Political Economy, vol. ii. p. 219. 

‘ 
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American author of high reputation, who even goes beyond Mr. 
M111 in his hostility to the issue of paper-money by banks.* 

“The proposed object can (conferring the exclusive power of issu- 
ing paper-money on the Government itself), in my opinion, be accom- 
plished by simply carrying out the scheme of what has been styled 
the sub-treasury system,—a scheme brought forward in the first 
instance for the purpose of removing for the future the public funds 
from the keeping of the banks, and from the accidents to which the 
banks have been shown by experience to be subject. Let the Secre- 
tary of the Treasury be authorized to issue treasury-notes, or drafts 
upon the treasury, on which no interest shall be paid, in payment of 
the public creditor, whenever they shall be preferred by the latter to 
specie; and, on the other hand, let them be received in payment for 
taxes when the taxpayer shall prefer making his payments in this 
manner rather than paying in specie. It will be observed that all the 
discretion which is here allowed rests with the public creditor or 
debtor, and in no respect with the Government; whose patronage 
cannot thereby be augmented, unless to the extent implied in the 
appointment of a very few officers in addition to those already 
employed in the treasury department. This additional patronage, 
besides, must surely be regarded as altogether insignificant in com- 
parison with that which the Government may be conceived to exercise 
under any supposable connection of it with a number of deposit-banks, 
Were there no banks of issue in existence, and therefore no such 
things as bank-notes, it is easy to understand how the treasury-notes 
in question would enter into circulation, and what would determine 
the extent to which they would do so. Receivable as they would be 
for taxes, and not bearing any interest, there can be no doubt, that, in 
the absence of bank-notes, their superior convenience to specie for 
remittance to distance as well as for making considerable payments, 
would give them a preference with the merchant, and that, for this 
reason, they would, in certain parts’of the country, command a premi- 
um in the market: so long as this state of things continued, while 
specie would be flowing into the public treasury, the treasury-notes 
would be passing into circulation. At length, however, as much of 
this paper-money as was required for the convenience of the mer- 
chants will have been issued; when, if more be issued, it will only 
be to be speedily returned by the taxpayers. 

How to pass from our present bank-note circulation to the one 
above described will be a subject of inquiry as we proceed. In 


* Vethake’s Principles of Political Economy, second edition, p. 145. , 
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respect to the system of credit, it may be observed, that, so far from 
being in the slightest degree impaired by the abolition of banks of 
issue or of circulation, the greatest obstacle will have been overcome 
to the removal of all restrictions on the lending of money ; and there 
will then be no reason why every individual in the community, who 
may think it to be for his interest to do so, might not be permitted 
to engage in the business of banking, with the exception alone of 
issuing notes payable to the bearer on demand, just as he is now 
at liberty to engage in any other branch of business, without first 
asking the consent of the Government.” 

I do not agree with Mr. Vernake in his mode of supplying the 
place of bank-notes by an issue of Government paper-money, as will 
be seen hereafter; but, on the essential principles, there is entire 
agreement between us. 

The question then arises (as we have said), How is the currency 
to be regulated? We have seen, that in the long period of twenty- 
five years, from the suspension of cash payments to their resumption, 
there were no settled principles in ENGLAND for the administration of 
the currency ; that the House of Commons refused to confirm the 
leading doctrines of the Bullion Report, among which was the de- 
preciation of the paper-currency; that in 1811 resolutions were 
adopted by that body condemnatory of the opinions of the Bullion 
Committee; that in 1819 Sir Ropert Pret introduced resolutions 
into the House of Commons contradictory of those affirmed in 1811, 
and sustaining those avowed by the Bullion Committee; that in 
1844 Sir Roserr Pret induced the House of Commons to enact 
a law so restrictive that two suspensions of the Act took place, in 
1847 and 1857; and that in 1861 the law of liability was so modi- 
fied as regards joint-stock companies as to induce speculative invest- 
ment to a great extent in these companies, particularly joint-stock 
banks. 

These facts show such an instability of policy, and an absence of 
scientific knowledge of the principles of currency, as to evince a still 
progressive state of those principles. The conclusion is forced on 
the mind, that there is something unsound in the present state of our 
knowledge on this subject. Among these conclusions is the follow- 
ing, that the privilege of issuing promissory notes by banks ought to 
be withheld, and the functions of banks limited to discounts and the 
receiving deposits. 

In order to carry out the principle of separation effectually, I have 
conceived it essential to the object to place the issue. of promissory 
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notes, payable on demand in specie, with a board of currency com- 
posed of three commissioners, to receive liberal salaries, and bound 
to give security, and to be subject to penalties for violation of trust, 
Said commissioners to receive their appointment from the President 
and Senate; their duties to be strictly defined, as consisting of the 
issue of paper-money of a not less denomination than ten dollars, 
payable in gold or silver coin on demand, and to be limited in 
aggregate amount. The object of this last arrangement is to pro- 
duce a check against over-issue, on the well-known principle, that, if 
paper-currency can be so limited in amount as to keep the supply 
within the demand, there is no possibility of its depreciation. To 
devise a principle of limitation is no difficult task. The amount of 
aggregate national revenue is such a principle of limitation. But, to 
render the rule safe, I would propose that the limit should not ex- 
ceed two-thirds of the national revenue. The notes would be 
received in taxes almost simultaneously on being paid out for public 
expenditure; the board of currency to have authority when the 
aggregate amount of notes tends to become excessive, as manifested 
by a discount as compared with gold, so to diminish the issue as to 
bring them to par with gold; and if the aggregate amount tends to 
become deficient, as manifested by a premium, so to enlarge the issue 
as to bring them $n a par with gold. To constitute the board of 
currency an independent department of the Government, and to 
restrain the possibility of the abuse of the privilege or function of 
issue, the offence of exceeding the limits prescribed by law, say two- 
thirds of the revenue, it should be deemed a misdemeanor at law. 

To provide a safe depository for bullion, the mint should be com- 
pelled to receive all deposits of bullion or coin not less in amount 
than fifty dollars, for which it should be bound to give bullion 
receipts, which would subserve the purposes of a mercantile currency 
or for large payments. 

In exemplification of that law of currency by which paper-money 
is prevented from depreciation on the supply being kept within the 
demand, the fact is well known, that during the suspension of cash 
payments by the Bank of England for the period of twelve years, 
between 1797 and 1809, her notes bore a premium. Other illustra- 
tions of the same law could be furnished. 
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CAPITAL AND CURRENCY. 


As a preliminary to an inquiry as to the best mode of regulating 
credit, I would offer a few remarks on the distinction between capi- 
tal and currency. I would not be thought to set up a distinction 
without reason or authority. It is impossible, however, to compre- 
hend the separate functions of capital and currency without keeping 
steadily in view the distinction between them, and to separate the 
issues from the capital and deposits of banks. The difference is very 
subtle between them. They may be said almost to blend with each 
other. What is called moneyed capital is currency put into an 
active form. Let us suppose a capital formed for a bank of $1,000,- 
000, the subscriptions to which will of course be made in bank-notes, 
unless made in gold or silver. This is currency in the ordinary sense 
of the term; which, from being circulating medium, is converted into 
bank-capital, and fixed in the form of bank-shares. Currency then 
becomes capital, to be governed by laws distinct from capital. 

Mr. Tooke, in his “ History of Prices” (vol. iv. p. 227), has the 
following remarks on this subject: “Totally unacquainted as the 
authors of the new system were of the distinction between currency 
and capital, when applied to the distinet functions of the precious 
metals, of serving in the shape of coin for internal purposes, and of 
capital when transmitted abroad in liquidation of an adverse 
balance of trade; still more striking, if possible, has been their dis- 
regard of that distinction in our internal exchanges.” 

The following remarks by Mr. Kinnear * are so germane to the 
matter that I cannot refrain from quoting them. 

“Money is employed to perform two operations essentially dis- 
tinct, the confounding of which is another source of error in the 
currency theory. As a medium of exchange between dealers and 
dealers, it is the instrument by which transfers of capital are 
effected; that is, the exchange of a certain amount of capital 
in money for an equal amount of capital in commodities. But 
money employed in the payment of wages, and in purchase 
and sale between dealers and consumers, is not capital, but é- 
come, —that portion of the incomes of the community which is 
devoted to daily expenditure. It circulates in constant, daily use, 
and is that alone which can with strict propriety be termed cur- 
rency. Advances of capital depend entirely on the bank and other 
possessors of capital, for borrowers are always to be found; but the 

* Crisis and the Currency, a tract published in London, 1847. 
44 
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amount of the currency depends on the wants of the community 
among whom the money circulates for the purposes of daily expen- 
diture. By currency, therefore, I understand that amount in bank- 
notes and coin which is actively circulating in the hands of the 
public for the purposes of daily expenditure, in directing the pay- 
ment of wages. 

“The importance of this distinction will appear obvious from 
the following passage in Col. Torren’s letter to Lord Metsourne: 
‘It is self evident, that, if the circulation were purely metallic, 
an adverse exchange, causing an export of the metals to any given 
amount, would occasion a contraction of the circulation to the 
same amount; and that a favorable exchange, causing an import 
of the metals to any given amount, would cause an expansion of 
the circulation to the same amount. If the currency of the me- 
tropolis consisted of gold, an adverse exchange, causing an expor- 
tation of gold to the amount of one million pounds, would withdraw 
from the circulation one million of sovereigns!’ The fallacy 
involved in this, which appears a self-evident proposition to Col. 
Torrens, arises from misapplication of terms. It is self-evident, 
on the contrary, that an exportation of one million in gold would 
not withdraw a single sovereign from the circulation, unless all 
the gold in the country above the amount circulating as currency 
had been previously exported.” 

If this distinction between capital and currency is sound, of 
which there can be no rational doubt, it affords ground for a sepa- 
ration of the privilege or function of issue from that of discount; 
limiting the latter to the use of capital exclusively, including in 
that term the aggregate of capital subscribed to banks, with the 
deposits, which are virtually capital when, being converted from a 
passive into an active form, they are permanently invested. 


REGULATION OF CREDIT. 


I have now arrived at the second leading branch of my subject, 
namely, The Regulation of Credit. 

This is among the arcana of finance. It must not be imagined 
for a moment that I make any suggestions looking to the perfect 
regulation of credit. It is a thing so evanescent, so dependent 
on opinion, that no scheme devised by human ingenuity can 
provide a perfect check against its abuse. But, if its excesses cannot 
be wholly prevented, they admit of being restrained. With this 
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view I have sought for those checks, which, if they cannot preclude 
inherent and instinctive impulses (of which the passion for gain 
is among the most prominent), may moderate its extravagance. 
In suggesting an expedient for this purpose, I lay no claim to ori- 
ginality, but simply to novelty of combination. The device of short 
credits is as ancient as credit itself. To this, modern ingenuity 
has added an increased rate of interest for borrowed capital (in 
bank phrase, rate of discount), as a check against its too great 
extension. The Bank of England has frequently employed both 
the expedients of short credits and enhanced rate of discount in 
restraint of undue credit, but not systematically. Sometimes the 
one, and sometimes the other, is brought into operation. 

I would suggest such a combination as would give them increased 
efficacy, under the name of @ graduated rate of discount, increas- 
ing the rate with every extension of the term of credit, and dimin- 
ishing the rate with every shortening of the term. Thus if we 
imagine sixty days to be an average term of credit, and six per 
cent per annum to be an average rate of discount, I would pro- 
pose a rise of one-half per cent in the rate of discount for every 
ten days’ extension of credit; and, in the descending scale, a fall of 
one-half per cent for every reduction of ten days till the term of 
credit reaches one hundred days: the rate of discount would be 
eight per cent, and when the term of credit fell to twenty days 
the rate of discount would be four per cent. These figures are 
merely presented as an illustration of the principle and mode in 
“which a graduated rate of discount may be combined. The details 
should be arranged by convention, and not by legislative regula- 
tion, through a general meeting of the representatives of banks in 
some central city like New York. M. Bosanquert, in his pamph- 
let entitled “ Metallic, Paper, and Credit Currency,” suggests the 
following scheme : — 

“1st, That the securities of the bank or banks of issue throughout 
the country be so managed, that at all times a large portion of 
them, fluctuating of course according to the state of demand, shall 
consist of bills of exchange, or securities for loans granted for short 
periods. 

“2d, That all advances by the bank or banks of issue upon loan 
or discount be terminable at furthest at sixty days. 

3d, That the rate of interest upon such loans and discounts be 
Jixed at five per cent, except as hereinafter provided. 

4th, That all issues of notes by purchase of stock or merchan- 
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dise, excepting only bullion, beyond a certain amount, be prohib- 
ited. 

5th, That upon the above terms, the public have the power of 
claiming advances upon India bonds, European bills, and all other 
government securities, at any time and to any amount.” 

My objection to this scheme is a fixed rate of discount, which 
violates the great principle of freedom, and is repugnant to the 
law of demand and supply. There can be no possibility of a fixed 
rate of discount, or, in other words, an established price for money on 
loan, nor for the value of bullion in the face of internal demand from 
panic, and an external demand under the influence of which the price 
of gold and silver fluctuates with the demands of government, for 
purposes of war, the import of grain, &c. I have suggested a rate of 
discount graduated according to the term of credit; the rate of dis- 
count advancing with the extension of the term of credit, and reced- 
ing as the term of credit lessens. This is a principle familiar to the 
practice of banks and bankers. The only change I propose is to 
combine the expedients, and so to systematize them, as, adopting a 
happy phrase of M. Bosanquet’s, to form a preventive check to the 
abuses of credit, instead of those correctives which come too late into 
action to become efficacious. 

My plan, therefore, embraces the idea of so combining the rate of 
discount with the term of credit, as to superadd the former to the 
latter in case it should be found insufficient to restrain the spirit of 
speculation. It would thus follow, that, if raising the rate of discount 
to eight per cent should not be repressive of this spirit, the reduction” 
of the term of credit to thirty, twenty, or even ten days, would 
prove efficacious. 

The source of embarrassment and financial pressure in ENGLAND 
arises from the accumulations of wealth which are amassed rapidly, 
and are dissipated nearly as rapidly as they are created in schemes of 
rash enterprise. Joun Stuart Mutt, in his work on the principles 
of political economy, has a chapter which has several pregnant sug- 
gestions on this subject, entitled “On the tendency of profits to a 
minimum,” in which the following passages occur : — 

“ We now arrive at the fundamental proposition which this chapter 
is intended to inculcate: where a country has long possessed a large 
production and a large net income to make savings from, and when, 
therefore, the means have long existed of making a great annual addi- 
tion to capital (the country not having, like America, a large reserve 
of fertile land still unused), it is one of the characteristics of such 
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a country, that the rate of profit is habitually within, as it were, a 
hand’s breadth of the minimum, and the country, therefore, on the 
very verge of a stationary state. By this, I do not mean that this 
state is likely in any of the great countries of Europe to be actually 
reached, or that capital does not still yield a profit considerably 
greater than what is barely sufficient to induce the people of other 
countries to save and accumulate. My meaning is, that it would 
require but a short time to reduce profits to the minimum, if capital 
continued to increase at its present rate, and no circumstances having 
a tendency to raise the rate of profit accrued in the mean time. The 
expansion would soon reach its ultimate boundary, if the boundary 
itself did not continually open and leave more space.” 


CYCLES. 


The periodical recurrence of commercial and financial crises are 
among the most remarkable phenomena of our times. Whether they 
are the results of natural causes, or accidental circumstances, is a rea- 
sonable subject of inquiry. What is a remarkable feature in them is 
the apparent equality of their recurrence. At about every tenth year, 
the return of one of these periodical visitations is looked for as would 
the return of the seasons; not that the return of their visits could be 
precisely marked by every decade. There was an interval of twelve 
years between that of 1825 and 1837, and one of nine years between 
1857 and 1866. 

The interesting point of inquiry, however, is, Are there any circum- 
stances which show a marked resemblance in the causes by which 
they are produced? and are there any coincidences between these 
periods of crises and those eras of national prosperity and adversity 
by which English history is characterized ? 

A distinction is plainly perceived between financial and commercial 
crises. The speculative excitements of 1847 and 1866 had a similarity 
in their general features, both exhibiting a mania for speculating in 
the shares of joint-stock companies; while in the crises of 1825, 1837, 
and 1857, the speculation was in commodities. The crises of 1847 
and 1866 were, therefore, mainly financial and incidentally commer- 
cial, while the crises of 1825, 1837, and 1857 were almost wholly 
commercial. 


There appears to have been no coincidence between the periods of 
crises and the eras of national prosperity, and the revulsions that 
followed. There was, between the prosperous period subsequent 
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to the peace of 1783 and the crisis of 1793, an interval of a decade, 
which appeared to show a correspondence; but, between the suspen- 
sion and the resumption in ENGLanp of cash payments, there was no 
regularity in the succession of commercial excitements and revul- 
sions, nor can I discover any in the subsequent eras of speculation 
and their recoil. The resumption in 1822 was succeeded by commer- 
cial excitement in 1825, a period of only three years. The prosperous 
years 1833, 1834, and 1835 were followed by the speculative year 
1837. The prosperous years 1843, 1844, and 1845 were followed by 
the crisis of 1847, an interval of only two years. There appears, 
therefore, to be no natural or necessary connection between the crises 
which appear to recur almost regularly in English history about every 
tenth year, and the periods of national prosperity and their attendant 
reverses. 


SUPPOSED DECLINE IN THE VALUE OF GOLD AND IN THE RATE OF 
INTEREST. 


The ordinary test of a decline in the value of gold is a rise of 
prices. 

The influences by which prices are prevented from falling in pro- 
portion to the increased quantity of the precious metals are obvious. 
Their counteractive influences were those discoveries in steam, on sex 
and land, which have so greatly diminished the costs of transporta- 
tion, and those inventions and processes by which the costs of pro- 
duction have been so greatly lessened. In Europe, a pretty long 
period of peace has enabled her to nourish and strengthen her 
resources. A destructive war has greatly diminished those of the 
Unirep Srares. In Europe, invention and discovery have outrun 
either the desire or ability to consume. In the Unirep Srares, the 
reverse has been the case. The stagnation in Europe has resulte: 
from this want of desire to consume the products of industry. From 
this again results that absence of demand which is the source of 
general stagnation in all departments of business and industry. It 
cannot be a matter, therefore, of surprise that the rate of interest 
should decline with the value of gold, from the double action of 
increased supply and diminished demand for capital, the usual test 
of a rise of prices from increase of money being counteracted by those 
improvements, tle steam-engine, the extension of railroads, the tele- 
graph that unites the extremities of the earth, the steam-plough that 
so much abridges labor, the improvements in both the science and art ° 
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of agriculture, with the economical progress that multiply credit and 
lessen the expense of the precious metals as media of exchange. It 
would appear as if the fall in the value of these metals, having been 
arrested by the absorption of an increased quantity, a temporary 
period of reaction has set in, which had manifested itself by slackness 
if not diminution of demand. It is true that there has been a rise 
in the rate of bank-discount, the Bank of England having raised the 
rate to ten per cent in the fall of 1866; but this advance was parox- 
ysmal. There has been a regular progressive decline in the rate of 
interest since the discoveries of California and Australia. There is 
no example of a decline below two per cent before those discoveries. 

It is those periods of apparent prosperity which are fraught with 
danger to the regular course of industry, particularly in commercial 
countries with abundant capital prone to enterprise, and ever ready to 
engage in speculation. It is not those countries which have made 
the freest use of paper-money that have rushed into the greatest 
excesses of credit, but cities which have no banks of issue, and do 
not know the use of paper-money. 


CONCLUSION. 


Having brought the remarks to a conclusion, the object, as indi- 
cated in a general way, will appear to have been, not to suggest a 
scheme of legislative regulation for currency and credit, but to leave 
the regulation of both to the spontaneous action of the public by a 
self-acting principle. 

Under its influence, there are four purposes to be attained. Free- 
dom, elasticity, steadiness, and security. I refer not to unlimited 
freedom, but to that degree of regulated freedom which permits 
sufficient scope to competition without in too great a degree limiting 
it. By steadiness, such uniformity in the value of currency as will 
avoid fluctuation of prices. By security, that protection to the note- 
holder and depositor which has failed to be produced by legislation. 
These objects may be more certainly effected under a mixed system 
of paper and coin than by any measures with regard to currency and 
credit which have formed the subject of legislative action, but which 
has really constituted its opprobrium for the last half-century, in both 
Eneianp and the Unirep Srares. The action of the public for 
currency admits of explanation in this way, on the plan suggested. 
The demand of the mercantile part of the community for loans and 
discounts will be supplied by the banks, which will retain the privi- 
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lege or function of discount, giving local accommodation to particular 
neighborhoods, and furnishing the means to move the crops in the 
various sections of the country at certain seasons of the year. The 
withholding the privilege of issuing notes is to avoid those fluctua- 
tions which are incident to a bank-note currency, and which minister 
to speculation. 

That portion of the plan relating to the regulation of credit pre- 
supposes its abuse from the accumulation of capital, and the tendency 
to speculation arising from such accumulation, with a reduction in the 
rate of interest. There are two evils to be shunned in banking: to 
wit, too great a reduction in the rate of interest, stimulating specu- 
lation, and too great an elevation of the rate-checking enterprise. A 
medium rate of interest or discount will best secure that steadiness 
which is so essential to regularity, in the progress of material pros- 
perity. 

Elasticity, the essential attribute of paper-money, with steadiness 
the no less essential property of the precious metals, united the 
advantage of a mixed system of paper and coin. The prominent 
evil of banking, in both ENeLanp and the Untrep States, has been, 
that there has been too small an infusion of the precious metals in 
their systems of currency. The plan I suggest renders those metals 
the real basis of the paper circulation, instead of paper issues by gov- 
ernment (bonds and stocks), the basis of such issues. 

Mr. VeTuakeE clearly describes the character of the system: 
“ Were there no banks of issue in existence, and therefore no such 
thing as bank-notes, it is easy to understand how the treasury-notes 
in question would enter into circulation, and what would determine 
the extent to which they would do so. Being receivable, as they 
would be, for taxes, and not bearing any interest, there can be no 
doubt, in the absence of bank-notes, their superior convenience to 
specie for remittance to a distance, as well as for making considerable 
payments, would give them a preference with the merchants, and that 
for this reason they would in certain parts of the country bear a 
premium. So long as this state of things continues, while specie 
would be flowing into the public treasury, the treasury-notes would 
be passing into the circulation. At length, however, as much of this 
paper-money as was required for the convenience of the merchants 
will have been issued ; when, if more of it be issued, it will only be 
to be speedily returned by the taxpayers.” 

In the second place, there will be a saving in the taxes to extent 
of the issue, as the notes will not bear interest ; besides the further 
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economy of avoiding the export of an equivalent amount of com- 
modities, in exchange for such quantity of the precious metals as may 
be required to supply the notes substituted for coin. 


SUMMARY. 


The object in view in presenting a brief historical outline of the 
progress of the Bank of England and of English currency was to 
exhibit such lessons in this branch of political economy as would 
prove beneficial, both as regards mistakes to be avoided and con- 
trivances to be imitated. 

The most advantageous mode of examination I conceived to be to 
consider the subject in the twofold aspects of regulating the currency 
and regulating credit. In the first of these divisions, I have arrived 
at the conclusion, First, that the only true and just method of regu- 
lating the currency is by withholding the privilege of issue from the 
banks, and permitting the demand for currency for daily expenditure 
to regulate its amount, leaving the function unimpaired of discount 
from the resources of their capitals and deposits. Second, To con- 
fer the power of issuing notes on a board of currency limited in 
their issues to a certain proportion of the national revenue, and gov- 
erned in quantity by the demand of the public for currency which 
would flow out in public disbursements and come back in payment 
of taxes and other objects of revenue by which there could be no 
possibility of depreciation, while safeguards would be provided 
against defalcation by adequate security and penalties. The board 
of currency would be an independent branch of fiscal administration, 
under the exclusive supervision of Congress. 

That portion of the scheme embraced under the head of regulation 
of credit is the suggestion of an expedient designed to operate as a 
preventive check to speculation by voluntary arrangement among. 
banks, suggesting a new application of two familiar principles in 
banking ; to wit, increasing the rate of discount, and abridging the 
term of credit, combining them if necessary. The other topics dis- 
cussed are incidental, but, in the writer’s opinion, of an important and 
interesting character. . 
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THE CURRENCY OF THE UNITED STATES. 


Speech in the United-States Senate by Hon. Oxiver P. Morton of 
Inp1ana, Wednesday, Dec. 16, 1868. 

Speech in the United-States Senate by Hon. Joun SuEerman of 
On10, Wednesday, Jan. 27, 1869. 


NotwITHsTANDING that the country is flooded with propositions, 
schemes, and discussions, with regard to financial affairs, yet the real 
signs of progress must be looked for in Congress, because there alone 
can any practical results be obtained. The recent speeches of 
Senators Morton and Suerman form a good index (that of Gen. 
Butter, like his other escapades in this direction, possessing only the 
value, which is yet a great one, of a reductio ad absurdum), and they 
both point to almost exactly the same stage of advancement. They 
agree in deploring the evils of an inconvertible currency, and present 
a picture, which yet falls far short of the reality, of the disasters 
which it has brought, and is yet to bring, upon the country. They 
both declare, in the most unqualified manner, that if we expect any 
commercial prosperity at home, or any standing and credit abroad, 
we must return to specie payments. If their views thus far are 
indorsed by Congress and the country, it will be a great point gained. 
Having, however, assumed so much, they both shrink alike from the 
logical inference, that the remedy for a currency suffering from exces- 
sive inflation or expansion is contraction. They deprecate this 
because it will create suffering and distress through the country; and 
they here diverge from each other in proposing different expedients, 
a system as it were of anesthetics, for accomplishing the result witb- 
out pain. 

The object of the present article is to show, that through contrac- 
tion, and through this alone, can we escape the terrible evils which 
await us under the present system; that such contraction will never 
be voluntary, but must be enforced ; that any distress and disaster 
which it may cause is equally inevitable under the present method 
of Jaissez aller, without the accompanying advantages; that the 
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expedients proposed by the two senators, and all others which evade 
the real issue, are worse than futile, as wasting valuable time in ex- 
periment ; and that, in a word, the country has to choose between 
two evils, of which the resumption through contraction is by far the 
least. 

Gold and silver are the only common money of the world. These 
metals are at first produced from mines, and are spread over the 
world by a process of distribution, which it is important distinctly to 
understand, because the laws which govern it are precisely those 
upon which turn the aberrations of paper-money. Let us suppose, 
that, at the time of the discovery of gold in Ca irornia and 
AusTRALIA, the Unirep States possessed a currency of gold and 
silver exclusively. By the employment of this money they have 
produced a quantity of manufactured goods and other necessaries of 
life, which they send to the new countries to be exchanged for 
bullion, and this is brought back and coined. Now, the effect of 
this fresh arrival of money is to reduce the total value of the money 
in the country, or, in other words, to raise the value of every thing 
else. In another way of stating it, the value of money, other things 
being equal, varies with its quantity. In the first period, the posses- 
sors of the existing amount of money had the exclusive control of all 
those objects of desire which were produced and sold only by means 
of money. But now appear new holders of money, say to equal 
amount, and of exactly the same kind as before; so that the owners 
of other objects of desire are in a condition to demand and to obtain 
double the price which they asked before. And so long as the 
Unirep Srares have objects to sell which other countries are willing 
to buy for money, this process will go on until perhaps the money 
possesses but a fraction of its original purchasing power. 

This depreciating effect of the increase of money may be modified 
in various ways. First, it may be hoarded or concealed; in which case 
the effect forthe time is as if it had never been brought into the 
country. Again: the circulation of money may, from being rapid, 
become more sluggish, as in fact it is constantly varying, and the in- 
creased amount of money may do no more work than the smaller 
amount moving rapidly. Again: the growth of business may be 
such, that a much larger amount of money, moving with the same or 
even greater rapidity, does not effect a perceptible change in prices. 
And still again: the change in prices may not be uniform, but appear 
in some articles, and not at all in others. But still the fact remains, 
that a large increase of money will produce a change of prices in 





700 The Currency of the United States. [ March, 


spite of all these modifications. The main thing to be noted is, that, 
owing to these causes, it is absolutely impossible to say what changes 
a given increase of money will produce. 

We have thus far considered only the Unirep Srartes in rela- 
tion to the gold-producing countries. But, at this point, we will in- 
clude Great Briratn in the comparison, and suppose her to have 
had at first the same relative share of gold and silver as the Unrrep 
Srates. But, in the latter country, prices have risen from the influx 
of money, and the articles of export are produced at a higher cost 
than in Great Brirarn; therefore that country now takes the place 
of the Unirep Srares in supplying the gold-producing countries, 
and diverts the stream of precious metals to herself. 

Besides, owing to the advance of prices in the Unirep Starrs, 
Great Briratn may be able to supply this country with articles 
which were before manufactured here, and take bullion in return, 
until prices rise in Great Brirarn, or fall in the Unirep States, 
and the equilibrium of prices is re-established. But the Unirep 
States, Great Brirary, and other European countries, being well 
supplied with the new-gold products, prices rising and luxury increas- 
ing, they turn their attention to the East, whose swarming popula- 
tions have for centuries supplied the Western barbarians with 
luxuries, taking themselves little but the precious metals in return. 
And thus it is computed, that, since 1845, from eleven to fourteen 
hundred millions of dollars have so flowed from Europe and Amer- 
ica to the East. Of course, the process is by no means so simple 
as here described. A complex trade exists to and from each 
country, and it is only resulting balances which are settled by the 
precious metals. The essential point is, that the proportions of 
imports and exports are determined by general prices in any country; 
while these prices are, in the aggregate, governed by the abundance 
or scarcity of money in any country as compared with the rest of the 
world. 

Next, we will suppose that the increase of money in one country, 
instead of arising from an influx of gold and silver, is caused by 
issues of paper-money convertible into specie on demand. Of course, 
in that country the gold’ and the paper circulate on equal terms. 
Prices rise, imports increase, exports diminish, and a debit balance arises 
which must be settled with money. But the gold only goes abroad, 
leaving the paper which will circulate only at home. If the place of 
the departing gold is supplied with fresh issues of paper, the adverse 
current of trade will continue, and call for fresh exports of gold, 
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until either the latter is all gone, or a run for gold upon the issuers of 
the notes sets in, and they are obliged to suspend specie payments. 
From that moment, the notes can circulate only by being made a 
legal tender; because the first element of money or currency is, 
that it shall be the means of fixing the prices of other things. If its 
own price has to be fixed, it can no longer be used as money. Thus, 
while the market-value of our paper-money is daily quoted, this is 
called the quotation of the price of gold, because gold, like every 
thing else, must be referred to the money-standard of the country. 

There is now in our country a double money-standard as com- 
pared with the rest of the world. Its internal transactions must be 
carried on with legal tender, because that alone is in any thing like 
sufficient amount, while its business with the rest of the world must 
be conducted on a gold-basis. 

Suppose next, that, through excessive issues of paper, the latter is 
out of proportion to our real monetary relation to the rest of the 
world, as two to one; and that our range of general prices in this 
medium is disturbed in the same ratio; and, again, that the price of 
gold in this medium is but one and a half. It follows, that foreign 
articles imported at a cost of one hundred and fifty will undersell 
the domestic article produced at or near a cost of two hundred; 
that agricultural products raised under a cost of two hundred in 
labor, transportation, &c., cannot be exported with a rate of exchange 
based on gold at one hundred and fifty; that persons of independent 
incomes will go to live in Europe, where their currency turned into 
gold will afford them so much better returns; and that our foreign 
commerce will pass into the hands of foreign shipping, which is sailed 
upon a gold-basis. If, instead of at once sending gold to liquidate 
the debt thus incurred, we negotiate bonds abroad, — that is, contracts 
to pay gold in the future, — we simply insure the continuance of the 
adverse trade, with the addition of interest upon the bonds, until 
sooner or later, by the actual export of gold, the price of the latter 
rises to the real depreciation of the currency, and our equilibrium 
with the rest of the world is restored. 

That the above describes, in some measure, the state of things pre- 
vailing in this country since the war, is shown by the rate of ex- 
change, according to which, besides our immense exports of bonds 
and other promises to pay, we have sent to Europe upwards of 
seventy millions of gold in the year 1868. 

Seen from this point of view, Senator Morrton’s scheme of 
hoarding gold in the treasury seems worthy of attention, because 
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it would infallibly entail a high price of gold; and this alone, in the 
existing state of our currency, will check the accumulation of foreign 
debt. But the fatal objection to this plan lies in the fact, that the 
evil consists not so much in any particular price of gold, as in the 
fluctuations of price. Suppose that any article of manufacture 
requires some months for completion. The producer, paying cur- 
rency for his labor, materials, and supplies, must receive a certain 
currency price for his remuneration. But, just as his product is 
complete, a sudden fall of gold occurs from a political or some other 
cause, and an importer can, within thirty days, introduce from some 
foreign country, where an abundance of products on a gold-basis is 
always to be had, the same article at a much lower cost, and thus 
undersell and ruin the manufacturer. It is this uncertainty which 
is destroying our industry, depressing our labor, and converting us 
into a nation of gamblers. And the higher the price of gold, the 
greater will be the fluctuation with its attendant evils. 

On the other hand, the scheme of Senator SHERMAN for the issue 
of gold-notes by the treasury and the banks, and the other, so 
generally popular, of legalizing gold-contracts, are merely expedients 
for keeping down the price of gold, and facilitating foreign trade, 
without any effect upon our domestic currency or prices. They aim 
to do what the New-York gold-exchange bank has done upon an 
immense scale, — to increase transactions in gold, without the use of 
gold itself, thus leaving the latter to flow abroad. But all these 
measures act upon our foreign relations only. The vast internal 
business of the country must be conducted with currency. Even 
now there are loud complaints that this currency is insufficient ; and 
the attempt to substitute gold for it, with the corresponding reduc- 
tion in prices, would itself be contraction in its severest form. 

The true point of attack is in the currency itself. Senator 
SuHerMAN makes use of some expressions of which it is surprising 
that the real force does not seem to have struck him. “All the 
historical precedents show that fixing the day for resumption 
inevitably led to a contraction of the currency by the banks, and that 
when the day came the actual scarcity of currency prevented a 
demand for coin; and this process of contraction produced the 
severest distress.” But this was the only way by which they ever 
could, or we ever can, reach resumption. The evil was not in the con- 
traction, but in the previous inflation. Mr. Case chose, during the 
war, rather than sell his bonds at a discount, to stimulate a feverish 
and false prosperity, and to unsettle all values through the country. 
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Having sown the wind, we cannot escape the harvest of the whirlwind. 
Was the distress to which Senator SHerMan refers any greater than 
that which followed the explosion of the Banque Royale in France 
under Law? or the final disappearance of the French assignats? or 
that of our own Continental currency? Shall we manfully meet the 
necessary evils of an honest redemption of our paper, with restora- 
tion of our credit and good fame? or shall we keep on till we end in 
a miserable bankruptcy, — and incur all the evils into the bargain ? 

Let us hear on this point the experience of Great Britain, — the 
only nation, we believe, which has ever escaped from an inconvertible 
currency, without at least a partial repudiation. 

Lord OversTonE may be called the father of the English Bank 
Act of 1844; and, without now discussing that act, we may assume 
that he is as well acquainted as any living man with the history and 
principles upon which it is founded. In 1810, the Bullion Commit- 
tee, so called, of the House of Commons, made a report upon the 
currency in substance as follows: That a paper currency is depre- 
ciated by excessive issues; that the evidence of such depreciation is 
in unfavorable foreign exchanges, and a demand for the export of 
bullion; and that the effect is to be obviated only by a reduction in 
the amount of the currency till the exchanges become favorable, and 
bullion ceases to flow from or return to the country. Lord Over- 
STONE says, “These doctrines did not then succeed in making any 
effectual impression upon the community at large. Silent contempt 
in some quarters, and jealousy and suspicion in others, was the 
reception they met with, until the discussions of 1819, preparatory 
to the resumption of cash payment, produced a great change in the 
tone of public opinion on this subject.” (“ Remarks on the Manage- 
ment of the Circulation,” page 44.) 

Passing on to 1819, Lord OversToneE says, “ Here terminates the 
dark age of currency, and we now enter upon a period characterized 
by more enlightened views. The reports of the select committees 
of both houses upon the expediency of resuming cash payments in 
1819 were founded upon the adoption of the doctrines of the bullion- 
ists; and from that time it may be said that the principles of cur- 
rency as expounded by them have supplanted the so-called practical 
views which had previously prevailed, and have been recognized as 
the code of laws by which the monetary system of the country ought 
to be governed.” (Jdem, page 53.) 

“It is refreshing to dwell upon these reports of the committees, in 
contrast with the statements upon which we have previously com- 
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mented. Instead of vague rules of procedure directed to objects not 
clearly defined, and to work by processes wholly unexplained, we are 
here presented with clear and definite principles respecting the man- 
agement of the circulation; whilst the reasons upon which these 
principles depend, the steps through which the anticipated results are 
to be attained, and the precise extent and character of those results, 
are all fully developed.” (Jdem, page 56.) 

We commend this -passage to the serious consideration of the 
finance committees of Congress. 

“The next well-defined step in progress was at the period of the 
appointment of the parliamentary committee, preparatory to the re- 
newal of the bank-charter in 1832. The evidence given by the most 
intelligent of the bank-directors on that occasion, contrasts in the 
most extraordinary manner with that given only thirty years before, 
and affords a very satisfactory proof of the rapid progress which 
sound principles had made in the public mind, and especially amongst 
the directors of the bank during that period.” (Jdem, page 56.) 

What were these sound principles ? 

“The convertibility of the notes of the bank was to be secured by 
regulating the amount of the issues with reference to the foreign ex- 
changes, and the increase or diminution of gold in the hands of the 
bank was to be taken as the only safe and certain test of the favor- 
able or unfavorable state of the exchanges; consequently the amount 
of her paper issues was to vary with a direct reference to the fluctua- 
tions in the amount of the bullion in possession of the bank. Upon 
these points there was universal agreement.” (Jdem, page 60.) 

“The present system (that of 1840), equally with that which it is 
proposed to substitute for it (that of 1844), recognizes the necessity 
of protecting the convertibility of the notes by contraction of circu- 
lation. Hitherto, this has usually been delayed till the effect of 
adverse exchanges has been long in operation. This has been done 
in the hope, probably, that the mere payment and export of bullion 
would prove suflicient to correct the exchanges, and to stop the drain, 
without any corresponding contraction of the circulation. Abundant 
experience has, however, proved the futility of such expectations. 
The consequence of this system has been an abrupt and violent ac- 
tion upon credit and prices at an advanced period of the drain, and 
the ultimate evil — exhaustion of the bullion — obviated, not without 
great difficulty and at the expense of severe pressure upon the public.” 
(“Thoughts on the Separation of the Departments of the Bank of 
England,” page 242.) 
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“Some degree of inconvenience and pressure must arise under any 
system whatever for the management of the circulation. It is the 
* price which must be paid for protection against the far more serious 
evils which attend a continuous depreciation of the currency. The 
former evils cannot upon any plan be ultimately avoided: the post- 
ponement of the contraction will, however, greatly increase the 
intensity of them, by superinducing that ruinous injustice to exten- 
sive classes, and that general confusion and alarm, which are the 
certain consequences of any course of action which tampers with and 
endangers the stability of the fixed standard of value in a country. 
... The present system relies upon delay and expedients; it endeav- 
ors to fly from rather than to meet and overcome difficulties; it 
shrinks from the prompt and manly application of the remedies, pain- 
ful at first, but safe and effectual in the end, which science dictates, 


and, 
‘Empiric-like, applies 
To each disease unsafe chance remedies.’ ” 


(Idem, page 246.) 

If these extracts prove any thing, it is that the method of restor- 
ing a depreciated currency by contraction is no longer a subject of 
discussion in ENGLAND among those who understand such matters. 
The only question now is, How may this be best accomplished? It 
may be said that our situation in this country is different from that 
which existed in Enatanp. It does differ, — for the worse, in that 
we have to deal with a currency much more depreciated; for the 
better, in that we have the support of an immense amount of foreign 
capital, and in that our difficulties are mainly owing to the foolish 
management of our funded debt, which may be amended at any time. 
But the principles above stated are of universal application to every 
case of paper-money. 

Assuming then, as proved, the necessity of contraction, the next 
question is, How is it to be effected? We reply, in the first place, 
“Not by means of surplus revenue.” During the false prosperity 
maintained by our excessive paper, our crude, oppressive, and search- 
ing system of taxation has been borne with comparative ease. But, 
if the country is to bear the distress of contraction, it is important 
that every other possible relief’ should be afforded. And, even 
under the present system, the revenue must be expected, in such 
a case, greatly to fall off. The customs, for instance, would proba- 
bly be diminished by one-half. The only other resource is in fund- 
ing. Senator Morron has shown with great force (and we have 
hailed this with pleasure as a long step in advance), that our difficulty 

45 
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lies in the currency, and not at all in the funded debt; not in the prom- 
ises of the Government to pay twenty years hence, but in their over- 
due and dishonored promises to pay on demand. If the debt were 
twice what it is, it would be yet quite possible to resume specie pay- 
ments ; while, if the funded debt were but one hundred millions, the 
currency might be as bad as now. We fully believe, that, if it were 
possible, the best policy would be to fund the whole interest and 
expenses of the government for the next five years, if the people 
would thereby consent to undergo the contraction of currency to the 
specie point; and that posterity could well afford to bear the addi- 
tional burden of liquidation, from the great accession of prosperity 
incident to the return to the sound financial system. 

But how is the funding to be accomplished? If one were asked 
to point out the fundamental error of our finance during the war, a 
correct answer would probably be, a false system of funding. Other 
nations have resorted to inconvertible paper when they could not sell 
their bonds. It was reserved for the UnirEp States to adopt such 
a course in advance. Mr. Cuasx seemed to think it a great triumph 
that our bonds sold at par during the war. He did not see, or did 
not care, that it was a delusive effect, produced by falsifying the value 
of money, and every thing else through the whole country. When, 
by the tide of inflation, he had produced an active demand for the 
six-per-cent bonds at par, he stopped the sale in the middle of 
the war, and offered a five-per-cent bond. The attempt failed; and 
it was to remedy this mistake that the hasty and ill-considered 
National-bank system was forced upon the country. Again, it was 
unseen or disregarded, that the measure was in one sense equivalent 
to a new issue of greenbacks, but in other senses infinitely worse. 
The engine has continued to work long after the need of it by the 
Government had passed. Since the war closed, the National banks 
have swelled their loans by four hundred millions of dollars; and 
their total of loans is now nearly six hundred and fifty millions, 
exclusive of Government bonds held by them. 

A bill was, we believe, passed at the last session of Congress, 
authorizing the sale of four-and-a-half-per-cent bonds at par; and 
Mr. SHERMAN now proposes funding by means of five-per-cent bonds 
at par. Such a measure is wholly inadequate, because wanting in 
power. Indeed, the limitation of par seems to be introduced for the 
very purpose of emasculation. The classes who will invest in a 
five-per-cent bond are very small. In fact, nothing but the premium 
on the gold-interest, and the low rate at which, owing to the high 
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rate of exchange, the bonds can be laid down abroad, now keeps the 
quotations at par. The cost of living is very great, taxes are high, 
values fluctuating, and a spirit of gambling has seized the whole 
country. We all know, in countries where lotteries are tolerated, 
how fatal is the effect upon industry. But here the Government has 
turned all industry into one vast lottery by its paper-currency. It is 
idle to try to meet this spirit by a five-per-cent funding-system. It 
must be fought with its own weapons. 

It seems to us that the most available instrument would be a long 
bond, certainly at twenty, perhaps at forty years, bearing a low rate of 
interest, say three per cent, payable principal and interest in lawful 
money, and to be sold to the highest bidder in the open market. 
And it may be observed, in passing, that it is a mistake, one would 
suppose almost self-evident, to make the contraction uniform ; that is, 
so many millions every month. <A contraction of five millions is less 
felt in some months than one million would be in others. The 
funding-bonds should be sold in considerable amounts when the 
money-market is comparatively easy; and the sale wholly discon- 
tinued when the state of the money-market threatens a panic, to be 
again renewed when the danger of this has passed away. 

The argument in favor of such a bond would be, — 

1. It would be an instrument of irresistible power. During the 
fall of 1868, money was worth from one-quarter to one-half per cent 
a day in New York; yet the decline in prices was but slight, be- 
cause everybody believed and hoped that the stringency would soon. 
pass away. In like manner, the managers of inflated banks, the 
speculators in grain, stocks, &c., laugh in their sleeves at the action 
of Congress; because they see that the Government lacks both the 
courage and the power to bring them under efficient control. But if 
it were distinctly understood that Government had the determina- 
tion and the power, by offering its bonds at prices which would 
attract money from every thing else, to effect an absolute contraction, 
such parties would begin at once to take in sail. It would be the 
old story of Davy Crockett’s coon, which offered to come down 
if he would not fire. Prices would fall; and it is hardly necessary to 
remark that falling prices do as much, or more, to relieve a tight 
money-market than fresh issues of currency. And thus, by alternate 
pressure and relief in the money-market, the contraction would take 
place, not without distress and suffering, but with the smallest degree 
of it which is now possible. 

2. Such a bond would be the most economical for the Government.. 
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Suppose that it’ sold at seventy-five per cent. The cost to the 
Government would but slightly exceed in twenty years that of a 
five-per-cent bond at par, and in forty years that of a four-and-a-half- 
per-cent bond. 

3. Such a bond would be the most salable that could be offered. 
People are very slow to pay one hundred and ten or one hundred 
and fifteen for a six-per-cent bond, even though the gold-interest 
brings them in eight to nine per cent. And the reason is, that they 
know they must lose the premium before the bond matures, and they 
fear they may lose it within one or two years. In the other case, 
they know they must make twenty-five per cent before the bond 
matures, and they hope to make it within a year. It was a poor 
knowledge of human nature, which during the war insisted on keep- 
ing the bonds steady, and leaving the money to fluctuate, driving 
the country to gamble in the latter. The first step of reform would 
seem to be to steady the money, and transfer the fluctuation to the 
bonds. 

Suppose at any time the Government required to exert unusual 
power. A concession of five per cent in the price of the bonds 
would be overwhelming, while it would add but one-quarter per 
cent per annum of interest in twenty years; and it would not hurt 
the credit of the Government, because it would be well understood 
that any bonus of discount was merely so much more interest. We 
should thus get over the absurd delusion that our credit is in any 
way concerned with the currency-price of our bonds. 

4. One of the greatest dangers which we have to encounter is the 
sudden return of our gold-bonds from abroad; that they ever got 
there in such amounts, and at such prices, is by no means one of the 
least evil effects of our currency. We submit, rather by way of 
inquiry, whether if foreigners saw that the Government were putting 
a limit to, and gradually diminishing their gold-interest, and were sell- 
ing a three-per-cent currency-bond, while they held a six-per-cent 
gold one, they would not be likely to hold on much more firmly to 
the latter. 

5. With a restored currency, and returning prosperity, the three- 
per-cent bonds would gradually advance towards par. We must 
remember that what are now three-per-cent consols in ENGLAND 
were, within a century, six-per-cent bonds, selling at fifty cents on 
the dollar. If we hope for such a position, we must manfully bear 
the cost of returning to specie payments; and, if we do so, it will 
come. In that event, the three per cents would furnish the measure 
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for dealing with the redeemable five-twenties. The Government 
could then legitimately call in the latter, and offer the three-per-cent 
bond at the market-price with the alternative of payment. 

Such a plan would, doubtless, make a nominal addition to the 
principal of the debt; but it would be an insult to the country to 
suppose that they would not appreciate a more than equivalent 
saving in the way of interest. 

Having touched upon the necessity of contraction and the means 
of accomplishing it, there remains a third question, by no means the 
least important. To what extent must contraction be carried? The 
apparently obvious answer is, until gold reaches par. We have 
attempted to show that the price of gold, though an evidence of de- 
preciation, is by no means necessarily an index of its degree. A 
sudden and violent check to confidence on the part of lenders of 
money, and therefore to rapidity of circulation, might very possibly 
force gold to par, without any real improvement of the currency. 
The suffering of contraction will have been endured in vain, unless 
we provide for gold remaining at par when it has once reached there. 
On the other hand, should contraction come about, as is not impos- 
sible, through extensive failures among the National banks, it would 
be carried, probably, much further than is necessary for resumption. 
In 1857, so great was the contraction, that, from being large exporters 
of specie to Europe, we suddenly re-imported large amounts; and 
the New-York banks, which at the end of August held only ten per 
cent of their liabilities in specie, by the end of January held con- 
siderably more than one-third. Yet the inflation immediately recom- 
menced, and, but for the war, would have doubtless ended in 
another crisis, proportioned to 1857 as that was to 1847 and 1837. 
The fact is, we have never had a system of currency based upon any 
regulation of its quantity; the solvency of banks and the security for 
their issues being regarded as alone of importance. Let us hear 
Lord OverstonE once more: “Security for the ultimate solvency 
of those who issue paper-money is confounded with, and conceived 
to be the same thing as, due regulation of its amount, —a fallacy very 
prevalent, and from which the most erroneous views arise. In- 
solvency on the part of the issuer affects the specific holders of 
the notes of that issuer, and those only; but improper fluctua- 
tions in the amount of the paper-issues affect the whole com- 
munity in common. They disturb, to a greater or less extent, the 
steadiness of prices, and the regular movements of trade; they tend 
to derange the equilibrium of trade with other countries; and, if not 





710 The Currency of the United States. [ March, 


subjected to timely control, they niay endanger the very basis of the 
whole monetary system of the country in which they occur.” (Re- 
marks, &c., page 116). 

Very few persons in this country, so far at least as our experience 
goes, have any clear understanding of the English principle of the 
separation of currency from banking. Under the system thence 
resulting, they have passed through a quarter of a century, including 
three severe crises and a foreign war, without an approach to a 
suspension of specie payments, although a popular idea to the con- 
trary prevails in this country. In fact, such a suspension is physically 
impossible while the system is maintained. We have stated the 
theory, that the index to an excessive currency is in unfavorable 
exchanges and the export of coin. But such exchanges are not the 
direct and immediate result of expansion. The expansion causes a 
disturbance of foreign trade; and this latter, after a greater or less 
interval of time, produces the adverse exchange. Again: an export 
of gold, like that of grain, may be perfectly legitimate, and of no 
consequence unless it diminishes too much the necessary reserves 
against the currency. In discussing the English Bank Act of 1844, 
it was urged, that, where the reserves of specie were scattered 
among so many banks, it was impossible to prevent the drain of gold 
from being replaced by fresh issues of paper, thus preventing the 
necessary contraction; that the same cause, the dispersion of 
reserves, hindered the public from ascertaining whether an export of 
gold at any time was a proper movement of trade, or an effect of ex- 
pansion upon the reserves; and that, where the note circulation was 
issued by banks of deposit, a few large depositors could draw out all 
the gold, and thus make it impossible to distinguish a local and 
internal drain, which might fairly call for expansion, from a foreign 
drain, imperatively demanding the ‘reverse. To obviate these de- 
fects, the issue department of the Bank of England was established. 
It was assumed that the note-circulation could not fall below a cer- 
tain amount, without drawing gold from abroad. This point was 
fixed at fourteen millions sterling for the issue department ; to which 
a maximum of country-bank circulation then existing was regarded 
as an addition of the same kind. That amount was to be issued 
against permanent securities; and further amounts might be issued to 
any extent against actual deposits of bullion, but against nothing 
else. No other parties were to have the right to issue notes payable 
on demand; and the Bank-of-England notes were made a legal ten- 
der over all the kingdom except at the place of issue. 
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Under this arrangement, gold might be exported freely, supposing 
it to be a surplus home-product, or imported in excess of wants from 
abroad. But, if more than this was wanted, it could be obtained 
only by presenting notes at the issue department; and the notes thus 
withdrawn effected a direct contraction. In short, the circulation 
was made to vary just as if it were all specie. And the increase or 
loss of specie by the issue department, being constantly made public, 
became a notice of the condition of foreign trade. 

To one point further we must ask particular attention. The Bank- 
of-England notes perform two functions: that of general circulation 
among the people, and that of constituting, instead of specie, the bank- 
reserves against deposits. The banking department of the Bank of 
England, except being owned by the same proprietors, has nothing 
to do with the issue department. It holds no specie except for 
purposes of change, and differs from the London and Westminster 
and the other joint-stock banks only in this, that it is expected to 
hold the common cash-reserve of notes for the whole country. For 
tLis purpose its own reserve is quite too small; and thus it happens, 
that, when any unseen demand for money arises, the other banks and 
and large depositors always bring the Bank of England to the point 
of failure by exhausting her reserve. It is just as if, besides all the 
country banks having a reserve on deposit in New York, all the New- 
York banks were to keep their reserve on deposit in the Bank of 
Commerce, the latter at the same time contenting herself with a 
reserve of one-third of her liabilities. It was this state of things that 
caused the suspension of the Act of 1844, in 1847, 1857, and 1866. 
It had nothing whatever to do with the payment of the notes in 
gold. The Government merely authorized the issue department to 
lend some more notes to the banking department, with a view of 
calming the panic which threatened to exhaust her reserve ; exactly 
as if, in 1857, our Government had authorized the sub-treasury to lend 
ten or twenty millions of gold to the New-York banks. We have 
dwelt upon this, because the opponents of the Act of 1844 triumph- 
antly charge it with having failed to prevent monetary panics, which 
it did not undertake to do; they being referable to a wholly different 
cause. What it did undertake to do, and has done, was to secure the 
absolute convertibility at all times of the note-cireulation. 

The finance of the war hasdone one thing for us, in giving us a 
National currency instead of the heterogeneous State systems of 
earlier date. But so much the more does so vast and powerful a 
machine require an adequate organization to hold it firmly to a spe- 
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cie basis. We believe that it would be impossible to resume and 
maintain specie payments under the present system. Boston and 
New York must wait till Chicago, St. Louis, and Cincinnati, are 
ready ; and, even supposing all the banks to start fair on a specie 
basis, the notes of the different sections will never have a uniform 
circulation at par: because, as we have seen, the ultimate security of 
the notes by deposit of bonds furnishes no guarantee of their convert- 
ibility, a feature of at least equal importance. 

Upon the plan we have stated, all the National-bank circulation 
would be withdrawn, and the issue of greenbacks would be made 
over to an office in New York, — either a Government department, or 
a responsible private corporation wholly separate from banks, who 
would contract to furnish the circulation at a minimum of expense. 
Experiment would determine what amount of nates could safely be 
issued upon fixed securities. One hundred millions of gold on the 
average would probably be sufficient, and not too much to secure 
perfect convertibility. Meantime, deposit-banking would be left 
free throughout the country, subject to certain restrictions; every 
bank being required to hold a certain reserve in notes of the New- 
York office, which notes would be a legal tender throughout the 
country except at the place of issue. In this way, we should obviate 
the defect of the English banking-systen above indicated. 

We have pointed out, in describing the English system, the advan- 
tages which might be expected to accrue from its adoption here; and 
we believe that by means of it specie payments may be reached with 
less contraction and consequent distress than by any other method. 
But there is one peculiar advantage which we are sure will be gener- 
ally appreciated. Under the present system, the country banks are’ 
allowed to keep a certain percentage of their reserve on deposit in 
New York. Owing to the complex terms of the Bank Act, we are 
unable to figure out what the exact sum is; but we suppose it cannot 
be less than twenty to thirty millions. This sum the New-York 
banks cannot lend on time for the legitimate purposes of business, 
because it may be called for at any time: but they must lend it, be- 
cause they allow interest for it; and it is therefore controlled by spec- 
ulators, who use it at one moment for cornering gold, at another for 
locking up greenbacks, and in all sorts of stock speculations. It is 
useless to pass a law forbidding the New-York banks to allow inter- 
est on such deposits, because such a law is perfectly easy of evasion 
where both parties are interested. Under the new system, there 
would be no reserve held by any banks against circulation ; and, as 
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no bank would have a demand for deposits except at its own counter, 
its prescribed reserve would be held in actual notes in its own vaults. 

We shall be told that the scheme is impossible of accomplishment. 
We can only reply, that it will be easier when the country has been 
sufficiently torn, distracted, and exasperated, by the evils of incon- 
vertible currency, which they have just begun to taste, and when 
they have learned by hard experience the futility of all expedients 
and nostrums for returning to specie payments without hurting any- 
body. Within a year, we shall have rail communication with San 
Francisco; and the country is looking forward to the immense profits 
of trade with Curna and the East, The papers say we are nearer by 
fifteen days to Japan than London is. Our advantages of proximity 
and improved transportation will avail us little if London has a 
money system of currency and account, the value of which is known, 
reliable, and established all over the world ; while in New York it is 
impossible to say, for a week at a time, whethera dollar is worth fifty, 
seventy-five, or ninety cents. 





SranparD Weicuts anD Measures.— The standard metric weights and 
measures ordered by Congress to be furnished to each State are now being 
manufactured. Prof. Benjamin Pierce, ‘United-States Superintendent of 
Weights and Measures, prepared a programme of the standards to be fur- 
nished, and submitted it to the committee on Weights and Measures of the 
National Academy of Sciences, who — it. Specimens of several of 


the standards have been sent to the Capitol. The divided line metres are 
made of brass, composed of three parts of copper to one of zine, the bar ex- 
tending beyond the terminal lines. They are divided into decimetres, one 
decimeter into centimetres, and one centimetre into millimetres. The length 
between the terminal line is equal to one metre at a temperature of the bar 
of about seventy degrees Fahrenheit. 

The form of the weights is similar to the present American standard 
weights. They are of brass, of an ascertained specific gravity, equal, when 
weighed in a vacuum, to the weight of the French platinum standard. There 
are kilograms, demi-kilograms and grams. The standard litre, or capacity 
measure, is made of brass, of a form similar to the American standard quart, 
containing a volume of distilled water, which, when weighed in vacuum, equals 
the weight of a standard kilogram in vacuum, the water being at the tempera- 
ture of its greatest density and the vessel at the same temperature. These 
sets of starfdards will be completed before the close of the present year. — 
Wash. Cor. N. Y. Herald. 
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THE CURRENCY SYSTEMS OF THE UNITED STATES 
AND EUROPE. 


Letter to Hon: Davi A. WE ts, Special Commissioner of Revenue 
on the Currencies of Great Britain, France, and the United States, 
By Guorce Waker of Springfield, late a Bank Commissioner 
of Massachusetts. 

SPRINGFIELD, Mass., Nov. 25, 1868. 

Hon. Davm A. WELLs, 

United-States Special Commissioner of Revenue. 


Str, — In compliance'with your request, I have instituted an exami- 
nation into the relative volume of the circulating medium of Great 
Brirarn, France, and the Unirep States, to determine whether the 
complaint is well founded, which we have heard so frequently within 
the last few years, that the circulating medium of the Unrrep Srares, 
prior to the issue of the legal-tender currency, was inadequate to the 
business wants of the country, and relatively smaller than that of 
European nations. If such has been the fact, then the objection to a 
further contraction of the circulation of the Unirep SrareEs is properly 
urged at the present time; for there will never be a better opportu- 
nity to settle the principles on which the currency should stand than 
now, when the public mind is alive to the question, and every intelli- 
gent proposition is likely to receive attention. 


CONTRACTION AND EXPANSION. 


There are two policies before the country in respect to the circula- 
tion: that of contraction, which has uniformly been advocated by the 
Secretary of the Treasury, and which two years ago had the consent 
of a great majority of Congress; and that of expansion, which has 
had its chief advocates in the Western States and in PENNSYLVANIA. 
Between these lies the expedient of inaction, which has so far pre- 
vailed upon Congress, as to put a stop to the contraction of the legal- 
tender notes, which had proceeded regularly under the direction of the 
Secretary of the Treasury for several months. Contraction rests upon 
the idea that the circulation of the country is excessive, and that spe- 
cie payments can only be reached and maintained by contracting it, 
until by its scarcity it will exchange at par with gold. The views of 
the expansionists are well expressed in the following passage from the 
speech of an advocate of that policy in July last, in the House of 
Representatives : — 


“ But we are met by the hue and cry of expansion. I am distinctly 
in favor of expansion. Our currency, as well as every thing else, 
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‘ must keep pace with our growth as a nation. My plan is to increase 
our circulation until it will be commensurate with the increase of our 
country in every other particular. . . . Expansion is the natural law 
of currency, and a healthy growth as a nation... . Five times as 
much postage is paid to day as was paid ten years ago ; consequently 
five times as much of a circulating medium to transact this little item 
of business as previously needed. ... Reduce the currency, — the 
means of the people,—and in my opinion you are fast finding the 
road to universal bankruptcy, from which may be seen leading repu- 
‘diation. For my part, I would issue as many greenbacks as the coun- 
try can carry: how great that amount may be I will not pretend to 
say.... FRANCE has a circulation, per capita, of thirty dollars ; 
ENGLAND, twenty-five; and we, with our extent of territory and im- 
provements, certainly require more than either.” 


These passages, selected from different parts of the speech, embody 
the whole doctrine: they assert that expansion of the circulating 
medium means wealth; contraction,, bankruptcy; that it should 
keep pace with the growth of business; that the circulation is “ the 
means of the people ;” and that ENGianp and France have more of 
it than we have; while we, on the contrary, require more than they 
do. I propose, in this letter, to consider the facts and the principles 
embodied in these assertions. 


WHAT CIRCULATION INCLUDES. — BANK-DEPOSITS NOT CIRCULATION. 


But, before doing so, it is necessary to settle what shall be included 
in the meaning of the word circulation. For the purposes of this 
inquiry, I consider circulation to mean only gold and silver coin (or 
bullion kept by banks as a part of their reserve) and bank-notes. 
There are no government notes circulating as money in either ENGLAND 
or France; and in the Unirep Srares there were none prior to 
the war. This definition of circulation is the popular one, and, I in- 
cline to believe, the only one which is strictly accurate. I am aware 
that it is quite common to treat as a part of the circulation both 
promissory notes, and bills of exchange, and bank-deposits. But none 
of these possess all the essential attributes of money, and they must 
all be regarded as only inferior instruments of credit. That notes, 
and bills of exchange, are not money, is evident from the fact that the 
delivery of them by the debtor to the creditor does not constitute 
the payment of a debt, but merely an acknowledgment of it, and a 
promise to pay in future; while, on the contrary, nothing can answer 
to the word “money” which does not instantly pay the debt for 
which it is given. A bank-note, though only a promise, is neverthe- 
less money in a popular sense; because, if accepted, it discharges a 
debt precisely as coin would do. It differs from coin in this impor- 
tant particular, that it is not usually a legal tender, and may be re- 
fused. No other paper instrument has this capacity of instantaneous 
payment. A note, or bill of exchange, holds the parties to it till it is 
paid. A check is not payment until it is cashed by the bank on which 
itis drawn. Bank-deposits, in like manner, lack these essential prop- 
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erties of money: they are not capable of manual delivery, nor of in- 
stantaneous liquidation between debtor and creditor. An act of a 
third party (the bank) is necessary to complete the transaction ; 
and this completion may be delayed indefinitely by a failure of the 
holder to present the check, or a refusal of the bank te pay it. De- 

osits come much nearer to monetary circulation than any other 
instrument of exchange; but they do not perfectly fulfil all its con- 
ditions. 

Lord OvEersToNnE, a very eminent and experienced banker, who is 
the real author of the existing banking-system of Great Britain (the 
Act of 1844), in his testimony before the Parliamentary Committee on 
banks of issue, in 1840, held that neither deposits nor bills of exchange 
could properly be included in the circulation. He says, — 

“Deposit business is a mode of economizing the use of the circula- 
tion: by means of resorting to that process, a greater amount of obli- 
gations or of transactions can be adjusted with a smaller amount of 
circulating medium, than could otherwise take place ; but an economic 
use of the circulation is not itself circulation. .. . A less amount of 
the circulating medium of the country has been sufficient to perform 
certain functions, in consequence of that economic process of using 
the money which arises out of banking-deposits. The same thing 
exists to an enormous extent in the system of the clearing-house; but 
will any man in his common senses pretend to say, that the total 
amount of transactions adjusted in the clearing-house is part of the 
money or circulating medium of the country? The Bank of England, 
or any other banker, can clearly pay his deposits only to the extent 
of the banking-reserve in his till. The banking-reserve in his till is 
the money with which that business is worked, and constitutes the 
amount of circulation under his control. It is to mistake the amount 
of business done for the instrument with which it is done to call 
deposits circulation. Deposits are the business worked; the reserve 
in the banking-till is the instrument with which they are worked ; and 
the instrument by which your business is worked is the circulation or 
money of the country.” 


I think it proper to be thus distinct in excluding bank-deposits 
from the circulation, because it has been very common, in the late 
discussions in this country, even for financial writers, to speak of de- 
yey as if they were a part of the circulation, instead of being, as 

ord OverRsToNE clearly shows, one of the economical substitutes for 
it. To make this a little clearer, let me define what a deposit really 
is. The first impression might be that it is, as the word literally im- 
plies, the money which I have taken to the bank, and left there as my 

roperty for safe keeping. Such deposits there are, but they are 

nown as special deposits : the bank makes no use of them, but takes 
them merely for safe keeping until they are called for, when they are 
specifically surrendered to their owner. They cannot be drawn or 
transferred by check, but only in person or by special order. But 
general deposits are only entries in account on the bank-books, ex- 
pressing an indebtedness to me for so much money as I have depos- 
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ited, to be paid on demand; that is, upon my check.* The money 
which I delivered is no longer my money, but became instantly the 
property of the bank. I parted with it in exchange for an entry to 
my credit of its amount, exactly as if I had loaned it on a mortgage. 
Payment by means of bank-deposits is not therefore properly pay- 
ment, by which a debt is wiped out of existence, but by a liquidation, 
by the substitution of one debt for another. I owed my creditor: 
the bank owed me. By means of my check, I transfer to my creditor 
a claim of equal amount against the bank: he then ceases to be my 
creditor, but becomes the creditor of the bank; and the debt which 
he held, though I am discharged from it, is not paid, but shifted on to 
other shoulders, and it never will be paid till money is at last given 
for it. If deposits were really circulation, they would be capable of 
paying the whole debt of the bank to its depositors at any moment ; 
but, in fact, they are not capable of paying any part of it. The special 
deposit pays itself; but the general deposit can only be paid out of 
such money as the banker has in his till. So long as all the deposit- 
ors do not demand their money at once, it is very well; but, if all 
should come to the counter together, the till would be emptied long 
before the deposits were paid. 


Let it not be supposed that I overlook the important bearing which 
bank-deposits have in determining the proper volume of the circula- 
tion. They affect the question very nearly, because they are among 
the simplest and most effective instruments of exchange; and the 
more they are used, the less need is there of using money. But the 
ingenious devices by which the use of money is economized ane not 
money itself: they are rather what a French writer (J. E. Horn) 
denominates “ procédés perfectionnés,” — perfected contrivances. 

The eminent French economist, Micuet Curva.ter, speaks thus of 
these contrivances : — 


“Let me repeat, that all these instruments, which, together with gold 
and silver, pass from hand to hand to liquidate transactions; all those 
combinations which dispense with the use of any instruments of cir- 
culation whatever, among which the bank-deposit is the most remark- 
able, are to be classed together under one precise and simple denomi- 
nation, that of credit. All these contrivances and instruments of 
credit are substitutes for money, and not one of them is money itself; 
and any attempt to treat them absolutely as money would be at- 
tended with the most serious inconvenience. It would be as great a 
mistake as to confound the portrait with the original, the shadow 
with the substance.” 


THE BANK-NOTE CIRCULATION OF GREAT BRITAIN, FRANCE, AND THE 
UNITED STATES. 


Confining myself, therefore, to gold and silver coin and bank-notes, 
which is all that is meant by circulation when it is said that ENeLanpD 


* The French do not call them deposits, but ‘accounts current;” which more nearly 
expresses their character, and does not convey the impression of substantial delivery which is 
involved in the word *‘ deposit.” 
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and Francs have such and such sums per capita, let me first state the 
resent amount of the dank-note circulation of GREAT Brirarn and 

RANCE, and compare it with that of the Unirep States before the 
war, the period at which it is said we had too little circulation for the 
business of: the country. 

The bank-note circulation of Great Briratrn consists of the notes 
of the Bank of England, and of such private and joint-stock banks in 
the Unrrep Krxapom out of London as still retain the privilege of 
issue. No London bank has that privilege. For the four weeks end- 
ing Ang. 15, 1868 (the latest return), the note circulation of the 
Unirep Kinepom amounted to $196,170,620; which, with a population 
of 30,000,000, gives $6.54 a head. ‘ 

In France, the only circulation of bank-notes is that of the Bank 
of France, which has a monopoly of issue. On the first day of Octo- 
ber instant (the latest date), the circulation of the Bank of France 
was $251,782,750; or, with a population‘of 38,000,000, $6.63 a head. 

The circulation of the banks of the UNrrEep Starrs on the first day 
of January, 1860, was $207,000,000 ; which, with a free population of 
27,500,000, gave 7.52 a head. Thus it will be perceived, that in 1860 
the paper-money of the Unirep Srates was fifteen per centum per 
capita greater than that of ENGLAND at the present time, and thirteen 
per centum greater than that of France. 

But it will be urged that the bank-note currency of ENGLanp and 
France forms much the smaller part of the whole circulation; and 
this is true. The smallest denomination of notes in ENGLAND is of 
five péunds, or twenty-five dollars; in Scortanp of one pound, or 
five dollars; and in France of fifty francs, or ten dollars. The petty 
retail business of both countries must, therefore, be chiefly carried on 
by gold and silver coin. Very exaggerated notions, however, prevail 
in this country, and even in Europe, as to the amount of coin actu- 
ally in circulation. It is necessarily a matter of estimate, as to which 
the judgments of competent persons will differ widely. All that I can 
do, therefore, is to present the estimates of those who seem to me to 
be the most trustworthy authorities. 


TOTAL CIRCULATION OF GREAT BRITAIN, 


Mr. GoscuEn, a banker of distinction, and a member of the last 
liberal ministry, in a recent article'in “The Edinburgh Review” (Jan- 
uary, 1868, “ Two Per Cent,”), states that the estimates of sovereigns 
circulating in Great Briratn vary from £60,000,000 to £100,000,000 
sterling ($300, 000,000 to $500,000,000). Dr. Lzxs, in his ingenious 
essay on the “ Drain of Silver to the East, and the Currency of Iyp1a,” 
(London, 1863), estimated the coin in circulation, at £80,000,000, or 
$400,000,000; and he says, “it has been estimated by various authori- 
ties at £70, v00, 000, £75, 000 ,000, and even £90,000,000.” 

Micuet CueEvatier, who is hardly behind any Englishman in an 
accurate knowledge of English statistics, estimated it in 1853 at not 
more than £60,000,000 sterling, or $300,000,000, and that inclusive of 
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the large mass ‘of bullion then exceptionally held in the vaults of 
the Bank of England. (Dictionnaire del’ Economie Politique, article 
« Monnaie.”) 

Roswaa, the latest and most learned writer on the precious metals, 
who gives much space to the consideration of the existing metallic 
circulation of Europe (“ Les Métaux précieux considérés au Point de 
Vue économique,” Paris, 1865), estimates the gold and silver coin of 
Great Brirarn in 1856 at 1,665,000,000 frances, or $335,000,000.* 

As the average of these learned but conflicting authorities, I think I 
am justified in assuming the estimate of Dr. Legs; and I shall accord- 
ingly put the metallic circulation of Great Brirarn at £80,000,000 
sterling, or $400,000,000. ‘The total circulation of the Unrrep Kine- 
pom, coin and paper, will then stand as follows : — 


Gold and silver ; ‘ - $400,000,000 


Less in banks, August, 1768 j - 131,000,000 


$269,000,000 
Bank-notes, August, 1868 . ; " f ‘ 196,000,000 


Total circulation . ‘ . ‘ ‘ ° -  $465,000,000 


This, with 30,000,000 of people, gives $15.50 a head. If I were to 
assume the highest estimate of the metallic circulation which I have 
seen anywhere given, namely, £100,000,000 sterling, or $500,000,000, 
the amount per head would be $18.83. [See note at conclusion. ] 


TOTAL CIRCULATION OF FRANCE. 


In France, as I have stated, the present bank-note circulation is a 
little less than $252,000,000. This amount is large beyond any 
former precedent. During the whole of 1864, it averaged only 152,- 
000,000, or 100,000,000 less than at the present time. Mr. GoscueNn 
has assigned the true reason for this increase. “ Many symptoms,” 
he says, “indicate that the greater part of the increase is due to the 
substitution of notes for gold.” The gold has, in point of fact, been 
withdrawn from circulation with much greater rapidity than the note 
circulation has increased. In 1864, the average amount of cash and 
bullion in the Bank of France was only $50,000,000. It is now 
(October 1, 1868), $254,764,350, or $3,000,000 greater than the whole 
amount of bank-notes outstanding. These figures indicate a consid- 
erable decline’ of the circulation in the hands of the public since 
1864; the coin withdrawn to the bank having exceeded $200,000,000, 
while the note circulation has increased only $100,000,000.t 


_ With regard to the metallic circulation of France, the widest diver- 
sity of opinion exists among the authorities. The statistics of coin- 
age are admitted, on all hands, to be no guide to a correct estimate, 


* In his speech in the House of Commons, Feb. 11, 1826, the Chancellor of the Exchequer 
represented the total circulation of notes and coin at £46,000,000, and two years later, August, 
1828, the same officer represented it at £48,000,000, 

t Such a decline is also rendered probable by the depressed condition of industry in 
‘France, which has driven the floating capital from all parts of the empire to Paris, and occa- 
sions the present seeming abundance of capital and low rates of interest. (See the first num- 
ber of the new financial journal, “ Echo de la Bourse,” Nov. 1, 1868.) 
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since it is impossible to tell how much has been re-coined, carried to 
other countries, and used in the arts. 


Roswae examines the subject with great detail and thoroughness, 
and arrives at the conclusion that the stock of coined money existin 
in France in 1865 did not exceed 3,000,000,000 francs, or $600,000,- 
000. He quotes M. H. Borver (“ Z’ Or et l’ Argent en 1864”) and 
M. Vituiaumé (“ Nouveau Traité d’Economie Politique,” 3d edi- 
tion) as having each arrived at the same estimate in 1864. Micner 
CHEVALIER, in his article on money, in the “ Dictionnaire de l Evono- 
mie Politique,” already quoted, estimated the metallic circulation of 
France at 2,500,000,000 frances, or $500,000,000. This estimate was 
probably make in 1853, as the first edition of the book was published 
in that year; but the text stands unaltered in the edition of 1864. 


M. Moreau bE Jonnés, in a communication to the French Acade- 
my in 1855 (Journal des Economistes, November, 1855,) estimated it 
at 4,000,000,000 franes, at the outside. 


M. Roswae estimates the amount in 1856 to have been from 
4,000,000,000 to 5,000,000,000 frances ; but he says there is doubt that 
it considerably declined between 1856 and 1865; and he expresses a 
doubt whether in 1864 it really equalled 3,000,000,000 francs. The 
reasons which he gives for the decline are the large investments of 
French capital in foreign undertakings, such as public loans and rail- 
ways; expenditures in ALGERIA and other colonies; the construction 
of the Suez canal; the purchase of foreign products, such as bread- 
stuffs and cotton; and the cost of military expeditions, like those to 
Syria and Mexico. 


M. Hirpotyte Passy, formerly finance minister under Louis 
PuiwipPr, in his testimony before the banking commission in 1865, 
expressed the opinion that the ancient hoards of France were being 
constantly converted into productive property, and this would, of 
course, reduce the metallic circulation; “although,” he says, “the 
practice of hoarding still prevails to too great an extent in France, 
the drain made at many points on the old savings has reduced the 
volume of available resources ; and, in view of the increasing number 
of new undertakings, it seems to me that the annual savings of the 
nation are not now sufficient to meet the wants which they have 
hitherto been able to satisfy.” ° 

I might easily multiply authorities, for the French are prolific wri- 
ters on this class of subjects; but it seems to me that the conclusions 
of Roswae, whose work is not only very recent, having appeared in 
the autumn of 1865, but also far the most learned which has ever 
been given to the press on the subject of the precious metals, may 
fairly be accepted as true at the date at which they were made. 
Since 1864, however (1865-66-67), the imports of the precious 
metals into France have exceeded the exports by $266,000,000. 
How much of this gold and silver merchandise was in the form of* 
coin, or has passed through the mint since its receipt, 1 have no 
means of judging. Roswae, however, cautions us against accepting 
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the figures of the custom-house too implicitly, since they are known to 
give the imports more accurately than the exports; and, in estimating 
the influence on the circulation of previous imports, he makes very 
great abatement from the amount which they seem to have added. 
I think the allowance will be sufficiently liberal if I add $100,000,000 
to the $600,000,000 estimated by him as the stock of metallic money 
in France in 1864. The total circulation of France will then stand . 
as follows: — 


Gold and silver ‘ . $700,000,000 
Less in bank Oct. 1, 1868 F ‘ 255,000,000 

————_ 445,000,000 
Bank-notes Oct. 1, 1868 . ‘ - P ; ‘ . 252,000,000 


Total circulation . ° $697,000,000 
Which, with a population of 38, 000, 000, ¢ gives : $18.34 a head. 


CIRCULATION OF THE UNITED STATES IN 1860. 


With regard to the amount of gold and silver coin in the Untrep 
Srares before the war, the popular estimates are wider apart than 
even in Europe. They vary trom $150,000,000 to $700,000.0U0. 

Mr. Wasuspurn of Inp1ana, in the speech from which I have 
quoted, states the total coin in the country in 1861 at $335,000,000. 
Mr. GarFiecp of Onto, in his speech upon the currency delivered 
at about the same time, puts the amount at $200,000,000. From the 
known habits of our people in the use of money, and their preference 
for bank-notes over coin, I incline to the latter estimate; though it 
would be more easy to meet the arguments of expansionists as to the 
inadequacy of our former circul: ition if I were to assume a high figure 
rather than a low one, as it would increase the per capita of’ the coun- 
try. I shall, therefore, assume the metallic circulation of the Unirep 
Srares in 1860 to have been $200,000,000. The total circulating 
medium of the Unirep Strartss will then have stood as follows : — 
Gold and silver. , A - $200,000,000 
Less in banks and treasury ‘ ‘ . 91,000,000 

memes $109,000,000 
Bank-notes . ‘ ‘ , ‘ : ‘ : . 207,000,000 


Total circulation ‘4 ‘ ‘ . . . $316,000,000 


Which, to the tree population of twenty-seven and one-half millions, 
gave $11.49 a head. 

Thus it appears that the total circulating medium of Great 
Brirain is now $15,50 a head, and that of france $13.34 a head: 
while that of the Unrrep Srarxs was in 1860, on a specie basis, 
$11.49 a head; being seventy-four per cent of that of Great Brit- 
AIN, and sixty- -three per cent of that of France. The popular 
estimate, therefore, which gives to GreaT Britain a circulation of 
twenty-tive dollars a head, and to France thirty dollars, is very wide 
of the truth. 


46 
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POPULATION NOT THE MEASURE OF CIRCULATION. 


It is, however, not more erroneous than the superstructure of argu- 
ment which is built on this arr ay of figures. The question is entirely 
misconceived when the wants of two ‘countries, in respect of a cireu- 
lating medium, are compared on the basis of population. These 
wants are not determined by population; tor, if they were, the savage 

tribes would come in for an important share of the circulation of the 

world. Population is an element to be considered ; but the question 
mainly depends on the amount of a nation’s we: lth, the kind of prop- 
erty which composes it, and the m: ignitude of its trade. Roswac 
says, 

* The circulation varies in different countries with the importance 
of their affairs and of their commerce, as well as with the activity of 
their dealings; the same pieces of money performing a given number 
of exchanges in a longer or shorter time, according as the nation is 
more or less active: in this respect, ENGLAND and the Unrrep States, 
for example, exhibit a rapidity of circulation altogether greater than 
that of Francx. It varies also according to the habits of saving 
and hoarding.” 


The people of the Untrep Srares are essentially a saving people; 
witness the constant growth of property in the hands of the laboring 
classes, and especi: ally, the vast accumulations in the savings banks : 
but they are not a hoarding people, for reasons of which I shall speak 
hereafter. The people of France are, on the contrary, addicted to 
both saving and hoarding. CHrva ter says, “ There is in France an 
inveterate love of metallic riches ;” and ViLLIAuME says, “It is esti- 
mated that nearly a quarter part of the precious metals of France 
is concealed in the hoards of misers.” With respect to such hoards, 
BoisGuiLBert wisely wrote, two centuries ago, that “Money at the 
bottom of 2 miser’s chest is of no more utility than so much stone.” 

But the French people are beginning to learn the reproductive 
power of capital, and the importance of interest. Savings banks 
have had a continual though not very rapid growth among them. At 
the beginning of 1864, the four hundred and sixty-seven savings banks 
in France held deposits to an amount less than $90,000,000 against 
about $60,000,000 in Massacuusetrs and $100,000,000 in New 
York. The habit of hoarding in France, as well as the better knowl- 
edge of investment to which it is giving place, are well illustrated by 
the subscriptions to the public loans. The smallest sums are received; 
and the courtyards of the ministry of finance in Paris are thronged 
with applicants in every rank of life, trom the richest to the poorest, 
the latter bearing with them their petty savings. 

Last summer a loan of rente, representing a capital of $90,000,000, 
was opened for subscriptions. The amount subscribed was for a cap- 
ital of $3,000,000,000, or thirty-four times the sums desired. It is 
to this growth of intelligence i in the matter of investing money, 2s 
well as to the operation ‘of the special causes‘which I have already 
stated, that Roswae attributes the decline in the metallic circulation 
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of France. The recent extraordinary exchange of notes for coin by 
the Bank of France indicates that the tenacity with which the French 
people have heretofore held on to a metallic circulation is fast giving 
way. 


GREAT BRITAIN AND THE UNITED STATES COMPARED. 


Let me now state some of the other elements which enter into a 
comparison of currencies. I will first compare the situation of the 
Unirep States with that of Great Brirarm. The wealth of the 
Unirep States, according to the census of 1860, amounted to 
$16,000,000,000; the wealth of Great BRITAIN was estimated in 1858, 
at $30,000,000,000, exclusive of property in public funds. Allowing it 
to have increased since 1860 in the same ratio as before, it cannot now 
be less than $40,000,000,000, while the wealth of the Unirep States 
after five years of exhaustive war, which destroyed property of the 
value of not less than $5,000,000,000, deprived the country of the pro- 
ductive industry of 1,000,000 men, and manumitted slaves estimated - 
in the last census at nearly $2,000,000,000, cannot now, by the most 
liberal estimate, be put at a higher figure than $20,000,000,000. If, 
therefore, the circulating medium were to be in proportion to wealth, 
Great Brirar should have twice as much as the Untrep States. 
But there is a wide difference also in the kinds of property which con- 
stitute the wealth of the two countries. Owing to its limited territory 
and the nature of its land-tenure, the proportion of real to personal 
property in Great Britain is materially less than in this country. 
By the census of 1860, real stood to personal property, in the UNiTED 
SraTes, in the relation of seven to five. Porrer, in his “ Progress of 
the Nation,” estimated that in 1845 the property of Great Brrrarn was 
about equally divided between real and personal. Since that date, 
great commercial reforms have been adopted, by which the country 
has not only been vastly enriched, but the preponderance of personal 
over real property in the national valuation has been fully established. 
Moreover, the real property of Great Brirain is very different from 
that of the Unirep Sratres. While ours consists very largely of 
farming-lands, of which tive-eighths are returned as unimproved, theirs 
is, to a much greater extent, made up of manufactories, warehouses, 
docks, and other productive property. 

This difference in the nature of the property which constitutes the 
nation’s wealth makes the greatest ditterence in the quantity of circu- 
lation necessary to do its business. It is not the ownership, but the 
exchanging, of property which demands the use of money. A mil- 
lionnaire who is out of business, and has his property permaneutly in- 
vested, handles less currency than a thriving retail trader with a capi- 
tal of $10,000, Great Brirarn is eminently a trading country: she 
buys and sells not only tor herselt but for all the world. The Unirep 
STATEs, on the contrary, is not so much a trading as a producing and 
consuming country. Nearly the whole of our annual product is con- 
sumed at home, and a considerable part of it in the neighborhood where 
it is produced. Ene.anp is the broker through whom other nations, 
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to a very great extent, carry on their mutual dealings. Nearly all the 
foreign trade of the Untrep States is done through London. We 
deal in this way with Cuarna, Inp1a, and Austratta, with Arrica and 
Soutn AMERICA, and to a considerable extent with the continent of 
Evrore. The Unirep-Strates Government keeps but one banker's 
account in Evropkr for its transatlantic disbursements, — for its naval 
diplomatic, consular, and other expenditures; and that account is kept 
in London. The Souru-AMERICAN countries do the same. Wherever 
the traveller goes the trading world over, he finds that English mer- 
chants have gone before him, and English ministers or consuls are not 
slow to follow them. ENGLanp is jealous of the trade which supports 
her national life, and she gives to the trading spirit of her sons the 
amplest national protection. The late exasperating and costly war 
with AByssIN1IA grew out of her insatiable desire to control the trade 
of all nations, even of the savage tribes which stand outside the pale 
of civilization. It results from this, that a bill on London is the high- 
est type of mercantile exchange. It will pay debts everywhere, and 
in many countries it is the only instrument of exchange known to 
commerce. 

Acting thus as the universal broker, taking commissions from all 
the world, London requires to make an infinity of exchanges; and 
these exchanges, in the last result, demand the use of money. No- 
where else, it is true, is so little money used to do so vast a business; 
but, after all economical substitutes have been exhausted, money alone 
is the final liquidator. 

The exports and imports of Great Brirarn indicate more strik- 
_ingly even than her wealth the magnitude of transactions in that 
country, involving the use of a circulating medium. In 1867, the ex- 
ports were £181,000,000 sterling, and the imports about £210,000,000 ; 
a total of £391,000,000, or $1,955,000,000 in gold. The director of the 
statistical bureau of the Treasury Department states the exports of 
the Unirep Srares for the last fiscal year, on a specie valuation, at 
$353 ,000,000, including specie; and the imports at $350,000,000; mak- 
ing a total of $703,000,000, or only thirty-six per cent of those of 
Great Brirarn. 

It may, perhaps, be said that these figures are irrelevant ; that for- 
eign commerce does not involve the use of circulation; and that the 
question relates to domestic trade only. But this is not true. All trade, 
foreign and domestic, settles its balances in money; and foreign trade 
requires for that purpose the best sort of money, namely, gold and 
silver. In all trade the process of set-off is carried as far as it can be, 
from an instinct of economy which is stronger than any economic 
law; but, in the last result, gold is the only thing which pays, for it 
lies behind even paper-money, and gives it all the efficiency which it 
possesses as a circulating medium. Foreign trade is, moreover, a 
pretty sure index of domestic trade, of which no corresponding record 
is kept. It would be impossible to work up a great foreign commerce 
without an extent and variety of domestic exchanges proportionate 
to it. This is especially so when the exports consist of manufactured 
rather than raw products, as is the case in GREAT Brirain. 
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The greatest absorbent of money is wages ; hecause wages are paid 
in small sums, at short intervals, to many persons, and none of the 
instruments of credit are suitable forsuch payments. Now EnG.Lanp, 
above all countries, certainly far more than ourselves, is a payer of 
wages. The nature of her industries, the tenure of land, and the 
social condition of the people, all conduce to this result. Levi, in his 
late essay on the “ Wages and Earnings of the Working Classes” 
(London, 1867), estimates the number of actual workers at 11,000,- 
000, out of a population of 30,000,000; and, if the families dependent 
on them are added, at not less than 22,000,000. He states also, that, 
as a general rule, wages are paid weekly and in cash. 

Let me now sum up the facts which I have presented by way of 
comparing the condition and wants of Great Brirarn and the 
Unirep Srares in respect of a circulating medium. The Unirep 
States in 1860 (before specie payments were suspended) had a cir- 
culation of coin and paper of $11.49 a head. The wealth of the coun- 
try was then estimated at $16,000,000, including slaves now emanci- 
pated, and it cannot now exceed $20,000,000,000; and the volume 
of foreign commerce amounts, at the present time, to $700,000,000 a 
year in gold. Great Briratn has a present circulation of coin and 
paper of $15.50 a head; her wealth is not less than $40,000,000,000 ; 
and the volume of her foreign commerce is $1,950,000,000 a year. If 
her circulation were based upon wealth, in order to equal ours in 
1860, it should amount to $23.50 a head; or, if based upon foreign 
trade, $32.50 a head. That that country was able to get along with 
so much less than ourselves in proportion to business proves that it 
has learned to carry the process of set-off further than we have, her 
small territory enabling her to do so with greater ease; but, after 
making due allowance for the smallness of her territory, and the use 
of all economical substitutes, I think I shall be able to show, before 
I conclude, that, prior to the war, the people of the Unirep StatEs 
had a larger circulating medium in proportion to their need of it 
than the people of ENa1.anp ; and that, if we have stood at any dis- 
advantage in our mutual dealings, it has been from the over abun- 
dance of our circulation, and its poor quality, rather than from the 
inadequacy of it. 


FRANCE, 


It is not so easy to institute a comparison with France as with 
Great Briraryn. The two countries are very unlike ; and there are 
considerations, political, social, and commercial, which conspire to 
influence the question of the monetary circulation on one side of the 
channel, which have little or no force on the other. I have shown 
that the circulation of France is probably about $18.34 a head; and 
the fact that it is so much greater than ours is seized upon by the 
advocates of an increase of the circulation to prove that ours has 
hitherto been inadequate. But, in presenting this argument, the 
bearing of national circumstances on the question has been wholly 
misconceived. It is popularly said, if a slow, sedentary people like 
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the French require so large a circulation, how much more must be 
needed by a restless, energetic, moving population like our own. 
But this statement betrays ignorance of the laws which govern the 
circulation. The active, energetic nations need less, and the slow 
and sedentary nations more, of a circulating medium to do the same 
business. It is precisely because the French people are so wanting in 
activity in social exchanges, that they absorb such an enormous and 
wasteful currency. They are behind the Anglo-Saxon races in com- 
mercial usages, and especially slow to adopt those substitutes for 
money by the use of which Enaianp and the Unitep Sratzs have 
simplified and cheapened their business. This fact is both admitted 
and deplored by the best French writers. M. Horn, in his article on 
money in the “ Dictionnaire de Politique,” lays great stress upon the 
wastefulness of the French people in employing so large a mass of 
the precious metals to do a business, which, in other countries, is as 
well done with a far less sum. 

“ All competent persons agree,” he says, “in pronouncing the vast 
quantity of the precious metals absorbed by the circulation as any 
thing but an advantage to the country.” This wasteful absorption 
exists in FRaNcE “ because the country has not yet learned to use 
that perfected mechanism of the exchanges (checks, the clearing- 
house, &c.) which in ENGLAND serves to keep the circulation down 
to a certain limit.” I might quote CaEvaALier and many other emi- 
nent writers to the same point. All of them recognize the principle, 
that the circulation is so much unproductive wealth, and that the 
amount of money which a nation employs should be limited to what 
is absolutely necessary to make its exchanges without friction; and 
that to employ more than this is to keep idle a portion of the public 
wealth, which ought to be productive. 


The political state of France has always led to hoarding. Ina 
country where a revolution may at any time overturn the govern- 
ment, and put all visible property in jeopardy, there is a strong motive 
to put it out of sight, and beyond the reach of contingencies.* The 
political disquietude of Europe has been one of the principal induce- 
ments to invest in Untrep-Statres bonds: there might be risk in it, 
but it was a different risk from that to which home property was 
exposed. This motive has operated largely in France to induce 
capitalists to invest their money in foreign enterprises and foreign 
loans, precisely as it has driven humbler people to hide away their 
savings in unproductive gold. How this national proclivity is giving 
way to more enlightened views in respect to the investment of capi- 
tal, I have shown elsewhere; but it still operates to keep the circu- 
lating medium of the country immoderately large. 


There is no such tendency as this in the Unirep States. The 


* M. RouHER, the present prime minister of FRANCE, in the discussion of the imperial 
banking commission, of which he was the president, alluding to the national habit among 
business-men of locking - money in their private tills, suggested whether it was not a habit 
““which grew out of political recollections, and of apprehensions not yet completely quieted, 
or toa state of manners which only time, and a long time; could cause to disappear.” M. 
HIPPOLYTE Passy, in the same investigation, attributes the slow growth of banks chiefly to 
political causes. 





1869.] Currency Systems of United States and Europe. 727 


people themselves govern the country, not by a figure of speech, but 
actually. Their policy is peace; and they have shown, in the most sig- 
nificant manner, that a revolution is impossible, so that even rebellion 
is not likely to raise its defiant head again in the lifetime of this gen- 
eration. The people of this country earn money and save it; and 
they know how to invest it so as not to lose interest. Real estate, 
the public funds, loans on mortgages, corporate shares, deposits in 
savings banks, absorb the savings of the people, and prevent them 
trom being locked up in money. They do not perhaps reason about 
it; but they instinctively know that money in the pocket-book is idle 
vapital ; and, in a country where all must work for a living, we do not 
encourage idleness even in money. 


The French are a sedentary people, living and dying where they 
were born, warmly attached to their country, incurious about stran- 
gers, rarely emigrating, seldom even travelling at home, and slow to 
adopt foreign fashions in business. There are very few banks in 
France. The Bank of France has a monopoly of issue; and this 
privilege gives it such an advantage, that there are few rivals to con- 
test the field with either the parent institution or its branches. These 
are required to be established in every department of the empire ; 
but though there are eighty-nine departments, there are as yet but 
fifty-six branches: and yet the law has stood for twenty years upon 
the statute-book. Compare the operations of these fifty-six banks 
with those of the 1,673 now organized under the national banking- 
law of the Unitrep Stares. Every one of these banks economizes 
the use of the money in many ways. Practically speaking, every man 
of business in the Unirep Srares, living in the neighborhood of 
a bank, keeps a bank-account. He has his checks and his check-book 
for domestic payments; and, if he wishes to make remittances to a dis- 
tance, he gets drafts drawn by his bank on some convenient city cor- 
respondent, usually without any charge. He has no occasion, 
therefore, to use money except for the smallest payments. Large 
payments, either in bank-notes or coin, have almost ceased in Amer- 
ica. Now the case of the Frenchman is entirely different. He still 
keeps his strong box and his till; and, when he makes a considerable 
payment, it is usually in packages of bank-notes or in rouleaux of 
coin. He must, therefore, keep a good deal of money by him; and the 
aggregate of these individual reserves makes the heaviest item in 
the circulation. Even in great cities, the habit of depositing in banks 
is by no means general. The mass of Paris shopkeepers, tradesmen, 
and small manufacturers know nothing of bank accounts or checks. 
One of the questions most earnestly debated in the late monetary 
discussions in France has been, whether checks and the clearing- 
house system should be introduced into Paris. I have before me an 
elaborate pamphlet, published in 1864, showing the nature and value 
of these institutions (“ Les Cheque et le Clearing House, par M. P. 
J. Counter.” Paris, 1864.) Very little progress, however, has yet 
been made in transplanting these peculiarly Anglo-Saxon growths 
into the soil of France. 
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The Bank of France, on the first day of October, 1868, held pri- 
vate deposits to the amount of $76,000,000 ; but these deposits only 
represent the reserves of the great private bankers, precisely as the 
$95,000,000 held by the Bank of England at the same date repre- 
sent the reserves of London bankers. None but the richest bankers 
and merchants keep accounts with either of these national institu- 
tions. In Ene anp, the joint-stock banks and the private banks and 
discount-houses do the business of the trading community. The 
magnitude of the deposits belonging to this class in London may be 
judged by the figures of the London and Westminster Bank, which 
alone holds more than a hundred millions of dollars of private depos- 
its, or more than half as much as all the corporate banks of the city 
of New York put together. There are important banks of discount 
and deposit in Paris, such as the Comptoir d’Escompte, the Credit 
Industriel, the Crédit Agricole, the Crédit Foncier, and the Socicte 
Générale ; but their operations are insignificant when compared with 
those of the banks of London. Several, perhaps all of them, are 
restrained by their charters from receiving deposits greater than 
once and a half their capital.* The London and Westminster holds 
twenty times its capital. Paris is, nevertheless, in the matter of 
banking economies, far in advance of the provinces. The fifty-six 
branches of the Bank of France held on the 1st of October only 
$10,000,000 of private deposits. Add to this the deposits of the 
parent bank, $65,000,000, and the total amount is $75,000,000. The 
banks of the Unirep States, at the same date, held $602,000,000, 
of which $195,000,000 was in the city of New York. Thus it 
appears that France, with a population one-third greater than the 
Unitep Srares, holds bank-deposits only one-eighth as large; and 
yet deposits are only one of several important auxiliaries to the cir- 
culation. Bills of exchange, promissory notes, and book accounts 
are other auxiliaries of the same character: whatever, in short, re- 
duces the number and amount of payments, or effects them without 
the intervention of money, may be so reckoned. Now, of all these 
auxiliaries, FRaNcE possesses less than we do. The obstacles thrown 
in the way of discounting mercantile paper may be cited to establish 
this position. Neither the Bank of France nor its branches can 
discount any paper unless it is guaranteed by at least three signa- 
tures, or by two signatures with collateral security of a defined and 
limited character. In the Unirep Starrs, on the contrary, more 
than two signatures are rarely required, and a great deal of paper is 
discounted upon a single name. 

From ali these circumstances it results, that the condition of the 
French people is so unlike our own, that their example cannot justly 
be invoked in favor of an expansion of the currency. Yet the cir- 
cumstances indicated are wholly unlike those which in ENGLAND 
justify the use of a larger circulation per capita than that of the 
Unitep States. In EnGtanp, it is the vast proportions and varied 

* M. WoLowskt, in an article in the *‘ Journal des Economi-tes.”’ for October, 1868, says 


that the aggregute deposits in these institutions in Paris considerably exceed those of the 
Bank of Frauce, 
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character of her trade, and the magnitude of her movable property, 
which give employment to a large circulating medium, after all eco- 
nomical expedients have been exhausted. In France, it is the slow 
movement of all the exchanges, the indisposition of the people to 
adopt new methods of doing business, the restrictive character of 
banking legislation, and the insecurity to property resulting from 
political disquietude and changes of dynasty, which have conspired 
to put an undue portion of the national wealth into the unproductive 
form of money; which have, in short, converted it from a means into 
an end,—from an instrument into an investment. There is no 
intelligent Frenchman who does not deplore this result, or who 
doubts that it has sensibly impeded the accumulation of wealth. 


Although the excess of the French circulation over our own is 
mainly to be accounted for by the considerations which I have thus 
presented, it is no doubt partly due to the greater wealth and com- 
merce of that country. I have not the means of showing, even 
conjecturally, the aggregate wealth of France; but the wonderful 
development of the empire, its great works of internal improvement, 
the varied and extensive operations of the Bourse, and the amount 
of French money which has gone into foreign investments, prove 
conclusively that the country is far richer in realized wealth than the 
Unirep States. The magnitude even of its foreign trade proves 
the same thing; and yet we have not been accustomed to regard 
France as a commercial country. The exports and imports of 1867 
amounted to $1,445,000,000, while ours were only $708,000,000. 


Thus the trade of that country would justify a circulation twice as 
large as ours, if it were as far advanced as we are in the use of sub- 
stitutes for money, while the circulation is really only 50 per cent 
greater without these substitutes. 


OTHER EVIDENCE THAT THE CIRCULATION OF THE UNITED STATES 
HAS NOT BEEN INSUFFICIENT. 


I have thus endeavored to show, by a comparison of currencies, 
and of national condition, that the complaint now so frequently 
made, that the circulating medium of the Unirep Srares has in the 
past been insufficient to do the business of this country on equal 
terms with Great Britain and FRancg, our most important rivals, 
is not well founded. But there is other and more conclusive evi- 
dence to be found at home. That evidence is, that under a system 
of bank-note issues, essentially free and unrestricted, the circulation 
of the country could not be carried above certain limits. The issue 
being unrestrained, except by the necessity of redeeming the bills in 
coin, the amount floated was governed by the laws of trade. The 
highest circulation which the banks ever attained while they con- 
tinued specie payments was $215,000.000, in 1857; but that figure 
was only arrived at by an excessive expansion of credits, which 
culminated in the crisis of that year. For several years prior to 
1857, the banks had pushed their discounts to a dangerous point for 
the sake of securing circulation, Loans were made in bank-bills to 
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distant customers, especially at the West; to railroad and other 
corporations, to contractors, and to banks, with a distinct agreement 
that the bills should be kept in circulation till the paper matured. 
The bills were marked ; and, as fast as they returned to the bank, 
they were sent back to the borrowers at their expense. In other 
eases the agreement was, that the bills should be locked up in the 
safe of a borrowing bank, to constitute the reserve of Eastern ex- 
change, which was required to be kept by the laws of some of the 
Western States. So extensive had these practices become, that 
Massachusetts passed a law to restrain them, and it now stands 
upon the statute-book in these words : — 

“ A bank which loans or issues any of its notes or bills, with an 
agreement or understanding that such notes or bills shall not be 
put into immediate unrestricted circulation, or that they shall not 
be returned to the bank within a limited time, shall forfeit a sum 
not exceeding one-half nor less than one-fourth part of the amount 
so loaned or issued.” (“General Laws of Massachusetts.” Revision 
of 1859.) 

Nobody now questions the irregularity and dangerous character of 
such loans. They were made for the sole purpose of stimulating the 
circulation, and in a spirit of resistance to those natural laws which 
govern its ebb and flow when left to itself. Although the crisis of 
1857 cannot fairly be said to have been caused by this action of the 
banks, since, like all crises, it is referable to causes quite independent 
of any bank-management, it was no doubt aggravated by it. A crisis 
is generally owing to the undue locking-up of capital in enterprises 
which give no present return, thus gradually cutting off the supply 
necessary to regular business. Bank-capital in this country is the 
principal aliment of trade; and if banks lend it in such a manner 
that it becomes locked up in fixed and unproductive property, they 
do much to promote commercial disturbances. After a while, these 
loans accumulate to such a degree as first to cramp, and finally to 
stop all legitimate business. The history of the last crisis in Ene- 
LAND is full of illustrations of this kind of banking; and so it was 
in America in 1857. 

I claim, therefore, that the $215,000,000 of bank-circulation in 1857 
was in excess of the legitimate wants of the country at that time; and 
yet it was far less than the banks had authority to issue. In Massa- 
chusetts, which in this respect fairly represents the New-England 
States, banks were allowed to circulate bills up to the amount ot 
their capital; but the circulation never came near to that limit. In 
July, 1857, with a capital of $60,000,000, they maintained a circula- 
tion of only $24,000,000. In New York there was no restriction on 
the amount of circulation. Each bank could issue as many bills as it 
could secure at the banking-department. Vractically, therefore, it 
depended on the means of the banks to pledge securities, and the 
demand of the public for bills. Yet in 1857, with a capital of $96,- 
000,000, the circulation of the New-York banks was only $34,000,000, 

In the whole Untrep Srarzs, the bank-capital was $371,000,000, 
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while the total circulation was $215,000,000. The circulation of the 
country was, in short, far within its statute limits; and this can only 
be attributed to the absence of a demand for more. The banks had 
the strongest motive to issue all that the public would take; and I 
have shown that this motive operated to lead them into a very haz- 
ardous business. The conditions on which they were allowed to issue 
it were always profitable, far more so than under the present national 
system. All they needed to have was the ability to put up the 
requisite securities (when securities were required, and in many 
States they were not required), to keep the necessary reserves of 
specie (which were very small), and to redeem the bills when pre- 
sented. Is there any intelligent financier who would allow them to 
circulate more bills than they could thus secure, protect, and redeem ? 
If there is, I cannot argue with him, for we should differ radically as 
to the principles on which a mixed currency rests. 


WEALTH INCREASES FASTER THAN CIRCULATION. 


It is popularly supposed that the circulation of a country keeps 
pace with the growth of its wealth. This is a mistake. There is, on 
the contrary, a steady retardation in the growth of the circulation, as 
compared with the increase of wealth and business. This is due to 
the increase of deposits and other economizing substitutes for money, 
and to the increased rapidity of movement which the circulation 
itself is constantly acquiring. Not merely by deposits, the clearing- 
house, and other banking agencies, but by the railroad, the express, 
the telegraph, and cheap postage, has the necessary amount of the 
circulation been reduced. Wherever society is most advanced in 
wealth and in the instrumentalities of exchange, this retardation 
shows itself most plainly. Thus circulation increases less rapidly 
in England than in the United States, and in the Eastern States than 
in the West. The total bank-note circulation of the United King- 
dom in November, 1844, was $198,352,985. In August, 1868, it was, 
as I have shown, only $196,000,000,—a decline of $2,000,000 in 
twenty-four years. The highest point which it has touched in this 
period did not exceed $210,000,000. Yet, in that period, the wealth 
of Great Britain has doubled, and the volume of domestic and for- 
eign commerce has more than trebled. In the last debate in the 
House of Commons on the currency (August, 1866), it was asserted 
by the most experienced bankers, that, notwithstanding the vast 
increase of trade, it took no more money (not capital) to operate it 
than in 1844.* 


The same law governing the circulation is recognized in France. 
I have cited the opinion of Roswag, that the metallic circulation has 
probably declined since 1856. Chevalier says, “ Although it is true, 
that, as society is developed, the quantity of money which it uses 
increases for a certain time, it is not less true that there comes a time 


*In 1828, when the ministry represented the total circulation of notes and coin at 
£48,000,010 or $240,000,000, the exports and imports were only $440,000,000, or less than 
& quarter of their present amount, 
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when the necessity for increasing the volume of money is no longer 
felt, and when, on the contrary, the industrial machinery becomes so 
perfected as to perform the same quantity of transactions with a 
smaller quantity of money.” 

The same tendency which prevails in the world of mechanics, to 
get greater results out of inferior forces, extends to every other 
movement of society. 

The slow growth of the circulation in some of the United States 
is only less remarkable than its stationary position in England. In 
Massachusetts, from 1850 to 1860, the bank-note circulation increased 
only 22} per cent, while bank-capital increased 74 per cent. In the 
same period, population increased 24 per cent, and property, by the 
census valuation, 42 per cent. In New York, during the same 
decade, the increase of circulation was only 15 per cent, against an 
increase in bank-capital of 101 per cent, of population of 25 per cent, 
and of property of 71 per cent. 

The circulation of all the banks of the United States in 1837 was 
$149,000,000; in 1861 it was $202,000,000, an increase of 35} per 
cent. Now, compare this with the growth of wealth and population 
in the somewhat shorter period from 1840 to 1860. In 1840, the 
population of the United States was 17,000,000; in 1860, it was 
31,000,100, an increase of 82 per cent. The census valuation of 
property in 1840 was $3,764,000,000; in 1860, it was $16,159,000,000, 
an increase of 329 per cent. When the more rapid growth‘ of prop- 
erty in the United States is considered, together with its wide terri- 
tory, and the imperfect machinery and slower movement of the 
exchanges, this inconsiderable growth of the circulation is even more 
remarkable than that it should have remained stationary in Great 
Britain. 


DISTINCTION BETWEEN MONEY AND CAPITAL. 


It will probably be said, in reply to the foregoing suggestions, that 
it is for the new States, and not for the old ones, that more currency 
is needed ; that those sections of the country do not enjoy the same 
facilities for exchange as the Eastern and Middle States, and therefore 
require more circulation to do their business. But the great want of 
the West, as of all new countries, is not circulation, but capital; and 
it is a great mistake to suppose that without capital it can have 
money. And this leads me to consider the real nature and office of 
money, as distinguished from capital. It is from a misconception on 
this point, that most of the prevailing errors respecting the currency 
have arisen. J define money to be a part of the wealth of the world, 
expressed in the coinage of the precious metals, which is withdrawn 
Srom reproductive uses for the purpose of measuring and exchanging 
the rest.* 

If it were not for this necessity of constant measuring and ex- 

* M. Wolowski says of gold and silver, that they are “‘ only vehicles for real productive 
capital, of which they immobilize the portion consecrated to the office of money, and des- 


tined to serve as a leaven to animate the rest of the mass.” (See Journal des Economistes, 
October, 1868.) 
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changing, it would obviously be better if all the wealth of the world 
could be devoted to reproductive purposes. If money was not neces- 
sary for measuring and exchanging property, less labor would be 
spent in the mining of gold and silver, and more devoted to other 
services valuable to society. So, in the social economy, a part of the 
men and women are employed in waiting on the rest and supplying 
their material wants, in order that they may not be diverted from 
more profitable occupation by the necessity of each person waiting 
on himself. If there were no human necessities of the workers to be 
ministered to, the class of workers might be measurably increased. 

It is just so with money in its relation to capital: it is its servant ; 
it attends constantly upon it, fetches and carries for it, and some- 
times, of necessity, stands idle, waiting for the bidding of its master. 
When the question of service is one of economy, and not of luxury, 
no more servants are employed than are necessary to save the more 
valuable time of the master. Now, the use of money, as distin- 
guished from other capital, is strictly a question of economy; and, in 
a healthy state of society, no more real money will ever be employed, 
than is necessary to give vitality and movement to the rest of its 
wealth. Money is a vehicle which performs a part of the social 
exchanges. It is of one family with the steamboat, the railroad, the 
express, the telegraph, the post-office. All of these are merely 
instruments of exchange, and not of production. If wealth could be 
increased by production only, without exchange, all these useful pub- 
lie servants would fall into the category of expensive luxuries. 
Every excess of them now is a burden to society. Two steamboats 
running where one can amply accommodate the travel, two railroads 
built side by side competing for the freight which one can carry, do 
not both increase the public wealth; for the support of one of them 
is a tax which the community must pay. 


It is plainly a mistake, therefore, to suppose that a nation’s wealth 
is to be measured by its money, that money alone or chiefly enriches 
it, or that it can ever have money at all except as an incident to 
capital. France is not richer, but poorer, for using so much more 
money than other nations to do the same business. If a manufac- 
turer of clothing were to employ five women to do the work of one 
sewing-machine, we should call him a bad economist; and precisely 
in this sense is France a bad economist, for refusing to avail herself 
of economies in exchange as manifest as the superiority of the sew- 
ing-machine is to the manual dexterity of the woman. In the order 
of civilization, there must be first property, and then money, just as 
there must be passengers before coaches can be employed. It is 
equally a law of public economy, that there should be no more money 
in existence than is needed to exchange the property and services of 
a people with ample convenience, and yet with the smallest friction. 

If the money of this country were wholly of gold and silver, I do 
not suppose any one would be found to controvert these propositions ; 
but unfortunately the money of the United States is almost wholly 
paper-money, and at all times it has consisted much more largely of 
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paper than of coin. Because paper-money can be increased at will, and 
almost without expense, it is supposed that it is not subject to 
the sume laws as real money; but that certain valuable properties 
inhere in it, which are peculiar to itself. Now, paper-money has two 
independent properties: it is an instrument of credit promising to 
pay money, just like any other promissory note, and in this aspect it 
Is a useful agent, especially as it is transferable without indorsement; 
it is also a representative of real money lying behind it. Its only 
title to be called “money” is derived trom the latter property. If 
money is wealth, then it is so because it is the product of labor, for 
no wealth can be produced without labor; and the value of a thing 
in exchange is measured by the labor that it has cost. It needs no 
argument to show that paper-money, whether it be bank-notes issued 
by corporations, or legal-tender notes issued by the Government, will 
not stund the test of this definition, since it costs no more to print a 
note for a thousand dollars than for one dollar. We call it money, 
because it promises to pay money instantly on demand; and it 
assumes to be the representative of an exact sum which is waiting to 
be demanded, to fulfil the promise. But the assumption is ground- 
less: there is no such sum of money waiting to redeem it; generally 
there is only a pitiful fraction of it. Paper-money is not, therefore, 
wealth of itself; nor the representative of money, except so far as 
money lies behind it in the hands of the issuer of the bills, waiting 
to redeem them. Beyond this amount, it is merely circulating credit. 
Most civilized nations have agreed in using this circulating credit in 
place of money, from the supposed economy of so doing. It is 
admitted not to possess all the properties of money; but its lack of 
them has been supposed to be less injurious to society than the idle- 
ness of an equal amount of capital locked up in coin. More and 
more doubt, however, is coming to be cast upon this theory, as is 
shown by the universal demand which is now made, that some pro- 
portion of coin shall be held by the issuers of bank-notes to protect 
their redemption. After the crisis of 1857, there was, in nearly all 
the States, a call for legislation in that direction. The treasury 
report upon the “Condition of the Banks throughout the United 
States,” at the beginning of 1858, is full of evidence that the bank- 
currency of that period was vicious from the excess of its credit ele- 
ment: there was too little gold behind it, and it broke down the 
moment the strain upon it became serious. A circulation based upon 
& specie reserve is certainly stronger and better than one without 
such a basis; for the tendency to over issue is limited by the neces- 
sity of keeping the reserve: but there are occasions when such a cur- 
rency is an engine of tremendous power for evil. Take the present 
National-bank law, which requires a certain reserve of specie and 
legal-tender notes in proportion to deposits and circulation, and pro- 
hibits discounting whenever the reserve is not maintained. The 
locking up of a few millions of legal-tenders by speculators for a fall 
of stocks acts with four-fold intensity upon the money market, 
where every dollar of the United-States: notes represents a credit 
cwrency of four dollars in deposits and notes of the national banks. 
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One dollar drawn from the bank-reserve practically withdraws four 
dollars from the loan fund of the locality. The banks cannot sud- 
denly retire their notes, and they may not at once lose their de- 
posits; so that the loss of their reserve compels them to stop dis- 
counting. This is what is actually taking place in New York as I 
am writing. It would be the same in principle, though a lock-up 
would be less manageable in practice, if we were on a specie basis, 
with a bank-reserve of coin instead of United-States notes. A sud- 
den drain of gold for export, or a speculative locking up of it, would 
act upon the loan-market precisely as we are now witnessing. The 
reason is, that our laws permit a four-fold superstructure of pre- 
tended money to be raised upon a narrow basis of real money, and at 
the same time give to every man the right to take his,pay out of the 
base, by making that alone the legal tender. If too many persons 
attack the base at once, it is not strange that the fabric of credit 
raised upon it topples to the ground. 

But the locking-up of gold could not be permanent. It would 
last only long enough to draw gold from other countries, or other 
sections of our own country; while, on the other hand, a strictly 
local currency of no intrinsic value, like United-States notes, is a 
mere commodity like wheat or cotton, which may at any time be 
monopolized or locked up, and the lock-up will continue as long as 
the holders have the inclination and the ability to do it. It differs, 
however, from all other commodities, in the fact that a speculation in 
it affects equally all other kinds of property, of which, in its character 
of money, it is the measuring and exchanging power. While the 
lock-up lasts, it is a contraction of the currency, as absolute us if the 
bills were destroyed and never to be replaced. But it has the pain- 
fulness of contraction without its ultimate advantage. It causes a 
fall of prices, which, as they are unnaturally high, is not a public 
evil, though it may occasion private losses. But, as the contraction 
is only temporary, the fall of prices is temporary also. The bills 
locked up remain to menace the market, and to be let out as soon as 
the objects of the speculation have been accomplished. Thus all 
values are unsettled, and no business can be undertaken safely. 

On the 24th of October, the banks of New York held $56,000,000 
in legal-tender notes. On the 81st, they held only $51,000,000, a loss 
of $5,000,000. On the 7th of November, they held only $47,000,000, 
a loss of $9,000,000 in fourteen days. The lock-up is said to have 
been really much greater than appears by the weekly statements, 
and to have equalled at one time $15,000,000. On the 5th of No- 
vember, United-States bonds fell 3 to 4 per cent below the quota- 
tions of the previous day, and within a week there was a decline in 
railway shares ranging from 5 to 35 per cent, the very soundest 
properties sharing the decline. I make no mention of the fluctua- 
tions in Erie-railway stock, for which there were special disgraceful 
causes, desiring only to record the efiects of currency speculations 
on the general market. 

Witness now the other side of the picture. On the 14th of Novem- 
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ber, the bank-statement showed a return to the circulation of upward 
of $4,000,000, and on the 21st of $12,000,000 more; making a total 
increase of $26,000,000 in two weeks. Fluctuations like these, oc- 
curring at the time of a close money-market, have brought tearful 
losses to innocent people, and they have given a rude shock to public 
confidence. People who have refused to see it before begin now to 
see that speculation thrives upon the debased quality of our artificial 
money, and that, while we continue to use it, no remedy for the abuse 
is possible, either by legislation or commercial restrictions. They ery 
loudly, theretore, for a return to specie payments, believing that an 
temporary suffering from a decline of prices is preterable to the con- 
tinual danger and anxiety to which ail business is now subject. 


It may be thought that we should escape the difficulties incident to 
the maintenance of a reserve by letting the Government issue all the 
notes, and taking away from the banks the privilege of circulation. 
But this would make no difference: practically the Government issues 
all the notes now; the banks are only the agents for putting them 
into circulation, and the obligations imposed on them to redeem and 
protect them by proper reserves would revert to the Government if 
they assumed to issue the notes withoug intervention. Could Mr. 
SprinnER at Washington, or Mr. Van Dyck at New York, redeem 
the National-bank issues, any better than the banks themselves, with- 
out keeping an adequate reserve to do it with? Certainly not. The 
danger ot sudden contraction is incident to every credit circulation 
redeemable in coin or its supposed equivalent ; and, so long as the 
redemption-fund remains so small as compared with the amount hav- 
ing a right to be redeemed, it will continue to be of a very serious 
character. 

The cost of a metallic currency is easily calculated. It cannot 
exceed the average profit on so much capital productively invested. 
Suppose that this country could now maintain on a specie basis a 
note-circulation — of the Government or the banks, or both — of 
$300,000,000 (and I do not believe it possible to circulate more on 
such a basis), what is the estimated saving to the country? In the 
first place, the coin-reserve on this sum ought not to be less than 
one-third. There would remain, then, $200,000,000 at seven per 
cent. The saving realized by not putting so much capital into gold 
coin would be $14,000,000. Now, the estimated wealth of this coun- 
try is $20,000,000,000 ; the national revenue is $350,000,000 ; and the 
annual surplus out of which taxes are paid must considerably exceed 
the revenue. What, then, must be the volume of the exchanges inci- 
dent to the creation of so much new wealth, and for the service of 
which the circulation is maintained? A loss of $14,000,000 to the 
production of the country would be many times repaid in the use 
of a currency by the slightest shade better than any other, so vast is 
the volume of transactions to be affected by it. On the other hand, 
who will attempt to measure the friction and loss entailed upon the 
country by the use of the best substitute: for metallic money which 
we have hitherto been able to maintain? How will the present lock- 
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up of legal-tender notes in New York cost the country? Perhaps 
you will reply, Nothing, as somebody gains what others lose. But 
is it any satisfaction to the honest traveller, who has been robbed 
upon the highway, to be told that the country is no poorer for the 
robbery, since the thief has got his money tight. The ways of business 
should be safe against highwaymen ; and it is the duty of Government, 
as far as possible, to make them so. It is in times of commercial 
panic resulting from reckless speculation that the weakness of a paper- 
currency becomes most apparent; but it is inherent in it always, and 
the friction with which it works is a heavy tax on business, 

But if bank-notes and United-States notes are really money, as 
they are popularly claimed to be, then they must be subject to the 
laws of money. Their power is a delegated and representative 
power; and it cannot exceed that of their principal,—coin. The 
same laws which regulate the supply and demand of real money 
must, therefore, govern paper-money; and they will do so, unless 
artificially meddled with; and all such meddling serves only to de- 
stroy the monetary character of notes, and to render them unfit to 
perform their assumed office. 

If the people of the West, therefore, would have more circulation, 
they must begin by getting more wealth: and one evidence of that 
wealth will be growth among them of moneyed institutions; for the 
trade in money comes last among the modes of employing capital, 
and can only spring up in communities which have an excess of capi- 
tal waiting for profitable investment. In new countries, there is no 
such excess. The first settlers of a country are always poor; for 
there is no motive to rich men to undergo the hardships of a pioneer 
life. In our Western country, the abundance and cheapness of land 
make the profits on capital very large, so much above the rate of 
interest, that there is no inducement to put capital into banking. 
Precisely for the reason that the old countries of Europe can 
afford to take our public debt at a lower rate of interest than we can, 
so the Eastern States can afford to furnish loanable capital to the 
West cheaper than Western capitalists can do. If the West is left 
free to furnish its own circulating medium, it will keep no more capi- 
tal in this form than is absolutely necessary to its business; and it is 
precisely the same while the currency is supplied by the Government, 
or by Eastern banks. In any cuse, it is not furnished gratuitously : 
it has got to be paid for by the section which uses it out of its own 
earnings. It may, of course, be borrowed, like any other capital; but, 
in that case, other property has to be pledged for security, and the 
result is the same. As it is impossible to determine empirically when 
acountry is rich enough in floating capital to furnish banks for itself, 
the system of banking should be eventually free; but this cannot 
take place so long as the bills to be issued are not redeemable in 
specie. With proper regulations as to the redemptions and the re- 
serve, the obligation to redeem in coin will restrain the tendency to 
excessive issues within such limits of safety as a mixed currency is 
capable of affording. 

It is preposterous to talk about the currency being the “means of 

47 
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the people,” if by that is meant, as I suppose, the wealth of the poor 
majority in contradistinction to the capital of the rich minority. 
Money has precisely the same properties in one man’s hands as 
another’s, — gold-money or paper-money; and, inasmuch as it is 
always unproductive capital, the last person who can afford to hold 
it is the poor man who has no margin. To the rich, the loss of inter- 
est may not be important; but, to the poor, all that is earned beyond 
necessary living should seek instant and safe investment; and this 
will always be done in the most civilized communities, 


RESUMPTION OF SPECIE PAYMENTS. 


I am not to be understood, in what I have written, as advocating 
any sudden change from the mixed currency of coin and paper which 
has hitherto formed our national circulation to one of coin only. If 
I am right in believing that the truest economy would consist in 
using only the precious metals (with some form of circulating paper, 
like gold-notes, for convenience of handling and transmission), the 
time for making so considerable a change in the habits of the coun- 
try is not yet come. Any such change must be gradual; and it must 
be made with due regard to rooted opinions, as well as vested inter- 
ests. We have a good way yet to travel before we get back to specie 
payments; and still another stage to arrive at the more solid ground 
occupied by European nations. When we have reached that point 
we can take counsel together, and see if the time has not come for 
trading at home as we always trade with other nations, on the basis 
of real money. 

To get back to specie payments is the first object; and I know no 
other way of doing it than by the way once attempted and after- 
wards suspended, namely, by the painful process of contraction. It 
is useless to talk of growing up to the dimensions of the present 
circulation. Taking bank-notes, legal-tenders, and fractional cur- 
rency together, the outstanding amount in the hands of the people is 
in the neighborhood of $585,000,000, In the face of all past experi- 
ence of this and other countries, what possible justification can there 
be for such an increase of paper-money over the figures of 1860? If 
left to the operation of natural laws, would the circulation have 
attained any such limits? Most certainly it would not; and, the 
moment the touchstone of specie redemptions is applied to it, the 
volume of paper-money will shrink to its natural proportions, To 
wait till we need so much circulating money would be to wait for 
years — an indefinite period; on the other hand, to force a resump- 
tion of specie payments with so much paper afloat would cause such 
a sudden fall of prices as would inevitably lead to a crisis, and 
involve the ruin of many innocent persons. The only method left is 
to contract the circulation preparatory to redeeming it, to require 
beforehand a certain accumulation of specie in the banks, and I 
incline to believe also to make the redemption partial to begin with. 
This might be done by redeeming at first only notes of certain dates 
or denominations, or by redeeming in gold, estimated at a higher 
price than par, as was done in England in 1820. 
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Contraction is not an agreeable process, for it involves a fall of 
prices; and, as such a fall is: never equal, some property and some 
people will suffer more than others. But so it was in the war, when 
the unavoidable losses and burdens to the nation were most une- 
qually distributed among individuals. The restoration of a sound 
currency is one of the duties resulting from the war: it is a tax we 
have got to pay, and it cannot be adjusted with exact equality. The 
burden of contraction cannot, however, at its worst, fall as unequally 
upon the people as the burden of a depreciated currency. With a 
depreciated money and a fluctuating standard of value, the condition 
of industry can never be healthy. Values are all unsettled, and the 
fluctuations sudden and violent: both labor and capital have irregu- 
lar employment, and there is a feverish habit imparted to all indus- 
tries. So inseparable are these incidents from a depreciated cur- 
rency, that if the national debt could be paid off to-morrow by an 
issue of legal-tender notes, and there were no considerations of good 
faith or national integrity involved in the question, it would be a 
most disastrous measure to the country, crippling its business to a 
degree tar more burdensome, in the present and in the future, than 
honest payment, according to the intention of the contract. If there 
is to be any repudiation, let it be by a square refusal to pay the bonds, 
principal and interest, as well as the notes, to be followed by a repeal 
of the legal-tender act. Large numbers of people would doubtless 
be ruined, and the national credit destroyed; but not more surely 
than by the greenback method of repudiation, which adds the vice of 
hypocrisy to the crime of dishonesty; while, on the other hand, the 
private business of the country, after the first violent shock, would 
be gradually resumed on a solid basis. 

The heaviest burden of depreciated money falls upon the poor. 
As you have shown in your annual reports, and as all the evidence 
still goes to demonstrate, the laboring man is the heaviest tax-payer 
under our existing currency system. All the elements of his living: 
have risen fully twenty per cent above the rise in his wages. What 
capitalist has to suffer so severely as this? And it is not to be for- 
gotten that the capitalist, because he is a capitalist, pays his taxes out 
of his abundance, the laborer out of his living. It is one of the 
worst features of a debased money, that it widens the space be- 
tween the rich and the poor: to those that have it gives more, and to: 
those that have not it takes away even what they have. 


I am, very respectfully, your obedient servant, 
GrorGE WALKER.. 


Norr.— Since the foregoing letter was issued from the press, L 
have seen in “The London Economist,” of Dec. 12, 1868, the state- 
ment of an estimate of the circulating medium of Great Britain, re- 
cently made by Professor Stanley Jevons to the Statistical Society, 
which is considerably higher than my own. The method pursued by 
Professor Jevons in prosecuting his inquiry is a novel and ingenious 
one ; and the high reputation of the author as a statistician entitles. 
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his conclusions to great respect. He estimates the gold currency. 
alone at £80,000,000, the silver at £14,000,000, and the copper at 
£1,000,000, besides the bullion in bank, which he estimates at 
£15,000,000; making a total of £110,000,000, of which £89,000,000 
are supposed to be in circulation, and the rest in bank. The editor 
of “The Economist” considers the estimate of £80,000,000 for gold 
coin “a maximum figure,” and probably beyond the truth. Pro- 
fessor Jevons puts the total circulation of coin and paper at £134,- 
000,000; from which there should be deducted about £9,000,000, as 
the average amount of notes in the banking department of the Bank 
of England; leaving £125,000,000 sterling, or $625,000,000, in cireu- 
lation. This would give $20.83 a head to a population of 30,000,000. 

In assuming, on the authority stated, the sum of £80,000,000 as a 
probable figure of the metallic circulation, I supposed it to include 
the coin and bullion in bank, as has usually been done in estimating 
the amount of the precious metals in this country; and I was con- 
firmed in that impression from the fact that Chevalier, in the passage 
quoted on page 6, makes his estimate of £60,000,000 to include “the 
enormous sum which lies to-day, exceptionally, in the vaults of the 
Bank of England.” 

Roswag, also, in his estimates of the French coinage, includes both 
that “in circulation and in stock ;” and, in arriving at the amount 
added by commerce, he includes the importations of bullion as well 
as coin. I can see no reason to doubt, therefore, that in his estimate 
of 3,000,000,000 franes ($600,000,000) for France, he includes all, 
either “in circulation or in stock,” which had been dedicated to the 
office of money; and this would include the coin and bullion in bank 
as well as in circulation. 

In further examining Roswag’s treatise, I find an estimate of the 
metallic stock of England much lower than that given from his work 
on page 7. Comparing the increase derived from commerce — 
1858 to 1863—Zin the two countries, he finds that France gained 
three times as much as England; from which he reasons that the 
“monetary stock of France must be triple that of England,’ which 
would reduce the stock of Great Britain to £40,000,000 sterling, or 
$200,000,000. 

It will be seen, therefore, that, in striving to arrive at a just esti- 
mate on this difficult subject of the stock of the precious metals 
used as money in Great Britain, I have avoided both extremes of 
‘opinion; and that I seem to be considerably above the most learned 
-and scientific of modern writers on the subject. 

My only desire has been to arrive at the true fact, as nearly as it is 
possible to do so, and, from the facts established, to draw the proper 
deductions. In this spirit I have hastened to lay before the readers 
of my Jetter the later estimate of Professor Jevons, which lies mid- 
way between my own and the popular estimates already quoted. I 
find nothing in it to impugn the correctness of my general conclu- 
sion, that the circulation of the United States—coin and paper— 
was not inadequate to the wants of the country before the war, and 
and that the amount now in use is, therefore, excessive. 





The London Money Market. 


THE LONDON MONEY MARKET 
Or THE YEAR 1868. 


[From The London Times.] 


Tue financial course of the past year (1868), as was the case with 
that of its predecessor, has precisely realized the anticipations ex- 
pressed at its commencement. A fair harvest and the avoidance of 
war were the only conditions requisite to insure a steady continuance 
of low terms of discount, and an uninterrupted though slow recovery 
in trade. For the year now commencing, the prospect is equally or 
rather more satisfactory. Every month that places us further from 
the disastrous recollections of 1866 increases the healthy power of 
the nation for the development of its natural commercial vigor. 

It is true that the recent rise in the bank-rate from two to three 
per cent, in consequence of the heedless welcome given to foreign 
and colonial loans, has thrown for the moment a damper over stock- 
exchange speculation. But this has been salutary. There is a total 
absence of danger of any persistent run of folly. The public may be 
tempted by adroit manipulation to go up to a certain point; but so 
fresh is their sense of past penalties, that, the moment the slightest 
check happens, they fall back scared, as if another general convulsion 
were at hand. In the present instance, the simultaneous occurrence 
of the contemptible Greek complication has been sufficient to cause 
a fall in the nominal value of all convertible property equal to that 
which might ordinarily occur from any severe political or commercial 
disturbance. 


Hence, it would seem, that, instead of any further immediate in- 
crease in the value of money, a temporary return of greater ease is 
probable. Several of the foreign and colonial loans of the past 
year remain to be paid up; but, the introduction of new ones being in 
some degree stopped, the demands thus occasioned can be well met 
by the surplus income always flowing into the country in the shape 
of dividends on the securities already existing. Looking at the sums 
standing in Indian railways, Australian and Canadian Government 
guarantees, United-States bonds, and foreign loans generally, these 
payments are now of extraordinary magnitude, and make a yearly 
total, in addition to the regular profits of the national trade, such as 
to necessitate a constant outlet through fresh loans and ventures. 

Estimating the consol and railway dividends now falling due, to- 
gether with the foreign dividends and sinking funds to be remitted 
hither, it may be calculated that a sum of at least twelve or fifteen 
millions sterling will find its way into the hands of the investing pub- 
lic within the next few weeks; and the portion of this to be received 





742 The London Money Market. [ March, 


from distant sources will certainly be ample to provide for the out- 
goings for recent commitments. 

Still, so Yong as the rate for money in the London market is below 
its normal point of three and a half or four per cent, the tendency 
must always be towards an advance; and consequently every check 
like that now in operation is certain to be succeeded by a re-action. 
A momentary renewal of ease will instantly be taken advantage of 
by new contractors and operators, soon to be checked by a fresh fright, 
again to be followed by a further series of recoveries and checks, 
until the supply of capital shall have been reduced so as to cause its 
employment at home to yield an average return. The tendency toa 
rapid restoration of our rate of discount from any extreme point, 
such as two per cent on the one hand or ten per cent on the other, is 
singularly stimulated both by the diffusion of telegraphic communi- 
cation and the general increase of intercourse among the various 
financial centres of the world. As regards America, for instance, the 
system of borrowing money on United-States securities in London, 
Paris, Frankfort, and other European cities, whenever the difference 
between their rates and those of New York is sufficient to present an 
inducement, is every day coming into more extended operation, and 
cannot fail to have an important influence in equalizing the current 
terms at all the exchanges. For the next few years, therefore, the 

revalence of fair average rates may, in the absence of exceptional 
influences, be safely relied upon. 


Meanwhile, as regards the intrinsic values of fixed properties, there 
is a silent and inevitable process still going on, which attracts but 
little attention from year to year, but is more powerful in its effect 
than any other. The increased production of the precious metals is 
in undisturbed operation; and although by some circumstances its 
influence is gradually lessened, there are others by which it is aug- 
mented. On the one hand, in proportion as the stock of gold has 
been added to during the last twenty years, the power of any given 
amount to produce an effect upon it is diminished, since, supposing 
the total supply in the world to be only £200,000,000, an addition of 
£200,000,000 would reduce its value fifty per cent; whereas, after this 
had occurred, a further addition of £200,000,000 would cause a reduc- 
tion of twenty-five per cent: but, on the other, there is the fact that 
new sources of supply are being constantly discovered, including, 
if the accounts from the far West may to any extent be trusted, de- 
posits of silver of an apparently inexhaustible character, while, at the 
same time, the progress of science is constantly simplifying the method 
of extraction. The circumstance that the absorption in India, which 
for a period had some considerable effect in retarding the changes in 
question, is now less active, is also to be taken into account, as well 
as the constant economizing of the circulation of the leading com- 
mercial countries by the resort to processes which save the passage 
of coin. 

As regards incitements to adventure and trading enterprise, the 
new year is likely to offer enough for the most ardent minds. The 
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completion of the Pacific Railway, which is to be accomplished by 
July next, and which, through an extent of over a thousand miles, 
will bring new regions into the full tide of civilization, and at the 
same time, perhaps, revolutionize many of the existing -relations of 
the Eastern and Western hemispheres, cannot fail to present open- 
ings such as will be the commencement of changes that must mate- 
rially influence the destinies of future generations. Perhaps among 
its minor and transitory consequences will be the furnishing of the 
materials, that, during the next few years, will have to be cultivated 
in preparation for the panic to fall due in 1876. 


Summary of the principal financial, commercial, and other events 
of the year 1868 : — 


JANUARY. 


1st. — Consols 92; Bank-of-England bullion, £22,061,728; Bank- 
of-France bullion, £39,320,000. French Rentes, 68f. 40c. Subscrip- 
tions invited by Messrs. Brown, Shipley & Co., for £1,000,000 seven 
per cent Panama Railway Bonds at par, redeemable in thirty years. 

14th.— New South Wales Government five-per-cent Loan for 
£758,000, contracted at £94. 3s. and upwards. 

24th. — Hungarian five-per-cent Railway Loan for £8,512,560, at 
£71. 13s. 4d., redeemable at par in fifty years, introduced at Pesth, 
Paris, Vienna, Frankfort, and Amsterdam, and also by London and 
County Bank in London. 

27th. — French Loan announced for a sum equal to £17,600,000, in 
instalments extending over twenty-three months, to provide for 
deficit of £7,560,000 in 1867, and extra expenses for armaments in 
1868 and 1869. Not introduced until August. 


FrEesruaRy. 


17th. — Russian five-per-cent Orel Vitebsk Railway Loan for 
£2,500,000 (being remainder of an authorized amount of £4,500,000), 
introduced by Messrs. Thomson, Bonar, & Co., at seventy-five. 


Marca. 


31st.— Spanish Colonial eight-per-cent Loan for £3,335,000, at 
ninety-three, secured by revenues of Cuba, Porto Rico, and Philip- 
pine Islands, introduced by Messrs. Biscoffsheim & Goldschmidt. 
Subscription money returned the 15th of May following, owing to 
loan not having been properly authorized by the Cortes. 


APRIL. 


23d.— Death of Marshal Narvez, Prime Minister of Spain. Budget 
of Mr. H. Ward Hunt, Chancellor of the Exchequer. Deficiency 
last year, £370,000. Estimated income this year, including £1,800,- 
000 to be derived from raising the income-tax from 4d. to 6d. in the 
pound, and £1,000,000 to be borrowed on Exchequer Bonds, £74,- 
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150,000. Estimated expenditure, including £3,000,000 for Abyssinian 
Expedition, £73,428,000. Estimated surplus, £722,000. The £1,- 
000,000 to be raised on Exchequer Bonds to be a temporary loan, 
since the additional income-tax of 2d. in the pound was expected to 
yield £2,900,000, although only £1,800,000 would be got in during 
the year. ‘ 

25th. — News of attempted assassination of the Duke of Edin- 
burgh at Sidney, on the 12th of March. 

27th. — News of defeat and death of King Theodore, and release 
of the English captives, and termination of the Abyssinian war. 

28th.— Tasmanian loan of £400,000 in six-per-cent Debentures, 
subscribed at £102. 1s. and upwards. The minimum price was 
fixed at 101. 

May. 


4th. — New-Zealand five-per-cent Loan for £1,114,000, offered at 
97, and immediately subscribed, the applications amounting to £2,- 
660,700. 

11th.— Speech of the Emperor Napoleon at Orleans, assuring the 
commercial classes they might extend their operations, in reliance on 
the general tranquillity of Europe. 

JUNE. 

9th. — Consols 95§ ex dividend, the highest point of the year. 

12th. — Subscription for £600,000 four-per-cent Debenture Stock 
of the Great Indian Peninsular Railway Company, at average price 
of 96, the minimum fixed being 95. 

16th. — Argentine six-per-cent Loan of £1,950,000, introduced by 
Messrs. Baring, at 723. 

24th. — Withdrawal by South-Eastern, Brighton, and Chatham 
Railway Companies of their Bill in the House of Lords for a working 
union. 

25th. — Bank bullion, £22,962,981, the highest point of the year. 


Jury. 


3d.— Russian Railway Loan (Tamboff-Kosloff) for £320,000, with 
ancy 9 guarantee of five per cent, introduced by Messrs. Thomson, 

onar, & Co., at 723. 

6th. — Liberation of Mr. J. F. Wilkinson, after eighteen months’ 
confinement, on a sentence offive years’ penal servitude, for fraudu- 
lent misappropriation of certain funds of the Joint Stock Discount 
Company, which funds it was now admitted had been borrowed by a 
firm in the Stock-Exchange. 

9th. — Apprehensions of an insurrection in Spain. Banishment of 
the Duke and Duchess de Montpensier, and arrest and deportation 
of a number of generals and other officers of rank. 

11th. — Swedish five-per-cent Loan of £1,150,000 stock, at 884, 
introduced by Messss. R. Raphael & Sons. 
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15th. — Egyptian seven-per-cent Loan for £11,890,000, at 73? net, 
introduced by Ottoman Bank and Messrs. Oppenheim, secured by 
customs’ dues and other revenues. 

20th. — Canadian Inter-colonial Loan of £4,000,000, introduced by 
Barings & Glyns. Tenders invited for one moiety; viz., £1,500,000, 
bearing four-per-cent interest, guaranteed by Home Government, and 
, £900,000 at five per cent, in ordinary Canadian bonds, The whole 

taken by Messrs. Rothschild at 105%, with the exception of £73,200, 
subscribed by other parties at prices ranging from 105? to 1063}. 


Aveust. 
3d.— French three-per-cent Loan for £17,600,000, net, introduced 
at Paris, at 694, or 68 reckoning allowances. Applications made for 
thirty-five times the amount required. 
11th. — Subscriptions invited for the capital of the French Atlantic 
Telegraph, £1,200,000, in shares of £20. 
SEPTEMBER. 
Ist. — Subscriptions invited for £1,920,000 five-per-cent Russian 
bonds (Moscow-Jaroslaw Railway), at 78, by Messrs. Baring. 
3d. — Bank-of-France bullion, £52,560,000, highest point ever 
reached. 
14th.— News of earthquake in Peru and Equador, destroying 
’ thirty thousand lives and sixty millions pounds sterling of property. 
Fall of 14 per cent in Peruvian and 1} per cent in Equador bonds. 
21st. — News of insurrection in Spain, commenced by the fleet at 
Cadiz. Fall of two per cent in Spanish. 
29th. — Defeat of the Royalist forces in Spain under Gen. Nova- 
liches. Rising in Madrid, and flight of Queen Isabella to France. 


OcTOBER. 


5th. — Italian six-per-cent Tobacco Loan of £9,404,762, introduced 
by Messrs. Stern Brothers, at £81. 7s., redeemable at par in fifteen 
years. Dividends payable in gold in Italy, London, Paris, and 
Frankfort. 

13th. — Subscription for £400,000 six-per-cent Debentures of the 
Colony of South Australia, at prices ranging from £107. 5s. to 
£108. 10s. 

20th. — Subscription for £1,000,000 five-per-cent Debentures of the 
Government of New South Wales, at prices a little over 98. 


22d. — News of the earthquake in California. 


NoveEMBER. 


2d. — Charko-Azof (Russian) five-per-cent Railway Loan for £4,- 
349,280 (of which £2,000,000 was for London), introduced by Messrs. 
Raphael & Sons at 80, or 784 reckoning allowances. 


11.— Dissolution of Parliament, 
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16th.— Commencement of the general election. 

18th. — Exportation of £1,000,000 in gold to Russia. 

19th. — Advance in bank-rate of discount from 2 to 24 per cent. 

28th. — Charkow-Kremenscthug (Russian) five-per-cent Railway 
Loan for £1,716,000 (of which £1,300,000 was for London), intro- 
duced by Messrs. J. H. Schroder & Co. at 80, or 77} reckoning 
allowances. . 

DECEMBER. 

3d. — Resignation of the Disraeli Ministry. Advance in bank- 
rate of discount from 2} to 3 per cent. Message to Congress from 
Mr. Johnson, President of the United States, recommending the 
entire repudiation of the principal of the United-States debt and the 
cessation of payment of interest after the bondholders shall have 
received dividends to the aggregate value of 100, — a proposal subse- 
quently censured by a vote of Congress. 

8th. — News of ultimatum addressed by Turkish to Greek Goy- 
ernment on complicity in Cretan insurrection. 

10th. — Bank bullion, £17,841,669, lowest point of the year. 

18th. — Consols 92 ex-dividend, lowest point of the year, with the 
exception of the 1st of January, when they opened at 91% to 92. 

29th. — Conference of the Great Powers on the dispute between 
Turkey and Greece appointed to commence in Paris early in Jan- 
uary. 





Joun B. Froyp’s Acceptances. — One of the notorious transac- 
tions of Mr. Buchanan’s Secretary of War was his wasteful contract 
with Russell, Majors, & Waddell, for the transportation of army-stores 
to Utah. In payment of this contract, he issued acceptances as 
Secretary of War; these were sold by the contractors, and passed 
into many different hands; and, when they matured, the treasury 
refased to pay them. The holders brought them before the Court of 
Claims, which held that they were issued in violation of law, and 
were invalid. An appeal was taken to the Supreme Court of the 
United States; before which the case has just been argued, by Judge 
Buack for the claimants, and by Mr. Evarrs for the Unirep 
SraTEs. 

The amount of these acceptances now outstanding is said to be 
$670,400 ; and among the holders of large sums are E. D. Moran & 
Co., the Shoe and Leather Bank, Duncan, SHEermMan, & Co., and 
Lucius Hopkins of New York. All these claimants insist that they 
purchased this paper in good faith, on the credit of the Unirep 
States ; which is no doubt true. 





The Bank of England. 


THE BANK OF ENGLAND 
In 1866, 1867, 1868, anv 1869. 


ISSUE DEPARTMENT. 


Feb. 7, 1866. 


Notes issued............ £26 ,922,520....£33,429,100 
£11,015,100. . 


Government debt 
Other securities 3,634,900 
Gold, coin, and bullion... .12,272,520 


Totals 1866-9 


BANKING 


Feb. 7, 1866. 
Proprietors’ capital 
Rest (surplus) 
Public deposits 
Other deposits 
Seven-day bills, &. 


£35,413,957... 


Government securities. ...£9,865,483... 


Other securities 
Notes on hand 


18,857,681 


Totals 1866-9... ... .£35,413,957.... 


Feb. 7, 1866. 
£18,110,552... 


Summary. 
Capital and surplus 
Deposits 17,303,405 
Circulation outstanding. . .21,016,200 


Total liabilities. .....£56,430,157.... 


Resources. 
Government debt 
Government securities r 
Miscellaneous loans... ... .22,492,581 
Gold and silver 18,056,993 


£56,430,157 


£26,922,520.. 


£14,553,000.. 


Jan. 1, 1867. 


oo £11,015,100. ... 


3,984,900. 
18,429,100 


. .£33,429,100.. 


DEPARTMENT. 
Jan. 1, 1867. 


. .£14,553,000... 


. £47,056,088... 


.£13,111,068... 
22,816,503. . 

. «10,142,255 
986,262. . 


Jan. 1, 1867. 


.£17,843,285.... 


29,212,803 
23,286,845 


£70,342,933... 


.-£11,015,100.... 


13,111,068 
26,801,403 
19,415,362 


. £70,342,933.... 


£47,056,088... 


Jan. 1, 1868. 
.£35,971,840. 


£11,015,100... 


. . 3,984,900 
20,971,840 


. -£35,971,840.. 


Jan. 1, 1868. 


.£14,553,000... 
....3,101,490 


21,654,971 


sees» 590,067... 
.£46,213,731.. 


.£13,269,046... 
. . .20,125,012 


. .. 1,089,888 


.£46,213,731... 


Jan. 1, 1868. 
£17,654,490.. 


28,559,241 
24,242,055 


.£70,455,786.... 


£11,015,100. .. 


13,269,046 


24,109,912. 


22,061,728 


£70,455,786 


Jan. 6, 1869. 
.«. £32,437,050 


.£11,015,100 
17,437,050 


.. £32,437,050 


Jan. 6, 1869. 
. £14,553,000 


19,495,805 
wo. 422,938 


.. £44,126,072 
.£13,984,710 


1,082,311 


. £44,126,072 
Jan. 6, 1869. 
.- £17,740,834 
24,024,495 


£68,150,567 


.£11,015,100 

13,984,710 
. 24,631,396 
18,519,361 


.. -£68,150,567 


Note Circulation of the United Kingdom for the Months ending at 
the following Dates in 1865, 1866, 1867, and 1868 : — 


Nov. 11, 1865. 


Bank of England 
Private banks 
Joint-stock banks 
Scotland 


£39,475,764. 


. .£39,075,366. 


Oct. 12, 1866. 
.. £23,668,790 


on 


Feb. 2, 1867. 
... :£23,085,120.. ..£23,544,695 


. £38,816,276 


Dec. 5, 1868. 


.-. £40,837 ,323 
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THE GOVERNOR AND DIRECTORS OF THE BANK OF 
ENGLAND. 


DecemBeEr, 1868.— Etecrep Apri, 1868. 
Governor, Tuomas Newman Hunt. Deputy-Governor, Robert WicRAM Crawrorp. 


. Henry Hulse Berens, 13. Kirkman Daniel Hodgson. 
. Arthur Edward Campbell, 14. Henry Lancelot Holland, 
. Edward Henry Chapman, . John Gellibrand Hubbard, 
. James Pattison Currie, . Alfred Latham, 

. Benjamin Buck Greene, . George Lyall, 

. Henry Riversdale Grenfell, . Thomas Masterman, 

. Henry Hucks Gibbs, . James Morris, 

. John Saunders Gilliat, 20. George Warde Norman, 

. Charles Herman Géschen, 21. Edward Horsley Palmer, 
. James Alexander Guthrie, 22. A. C. De Rothschild, 

. Thomson Hankey, 23. Christopher Weguelin, 

. Baron Heath, 24. Clifford Wigram. 


The Bank of England was the first joint-stock bank established in 
England ; and having exclusive privileges in the metropolis, granted 
by royal charter, it continued the only joint-stock bank in London 
until 1834. At this date the London and Westminster Bank was 
founded, and proceeded so successfully, that it was quickly followed 
by the formation of the London Joint-Stock Bank and the Union 
Bank of London. Some of the privileges claimed by the Bank of 
England, in opposition to the new banks, were found, after litigation, 
to be untenable. The private bankers, who were very powerful, 
combined in their endeavors to hinder the development of their new 
rivals, by curtailing their usefulness to the public; and the fact of 
having excluded them from the facilities of the Bankers’ Clearing- 
House for twenty years, shows to what an extent their opposition was 
carried. The paid-up capital of the joint-stock banks carrying on the 
London business now amounts to £12,000,000, and the subscribed 
capital to £41,650,000; an overwhelming proof of the public need 
they have supplied, and a token of the pre-eminence which joint- 
stock banking seems destined to occupy in the future. 

The Bankers’ Clearing-House is situated near the post-office, Lom- 
bard Street, and is the medium through which many bankers obtain 
the amount of checks, &c., in their hands for collecting from other 
bankers. Instead of presenting their checks, &c., at each banking- 
house, and receiving cash and notes in payment, clearing-bankers 
settle the whole amount delivered during the day at this establish- 
ment by receiving or paying the difference in their amount by a sin- 
gle check on the Bank of England. : 

Every bank in London and the country is represented by clearing- 
bankers; and, as their agents send through the clearing-houses all 
drafts payable in the city, the vast amount passing daily through this 
channel is explained: it frequently exceeds £10,000,000. 


- 
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THE BANK OF FRANCE IN 1867, 1868, 1869. 


CoMPARATIVE CoNDITION OF THE Bank oF FRANCE, IN JANUARY, 
1867, 1868, anp 1869. 


Liabilities. Jan. 3, 1867. Jan. 2,1868. Jan. 8, 1869. 
Capital of the bank Fr. 182,500,000 
Profits in addition to capital 
Reserve of the bank and branches.......22,105,750 
New reserve 4,000,000 
Notes in circulation 1,016,558,625....1,186,653,475.... 
Drafts outstanding. ...........+.+++---16,578,406...... 33,618,884 
Treasury account 185,033,312...... 93,153,263 154,393,198 
Accounts current at Paris............. 240,039,320..... 360,987 ,432.....270,906,510 
Do. do. in the provinces 39,844,905...... 47,000,645 
Dividends payable 12,398,251 9,513,968 
WeenOtl GICOMMEN io. oic os osicescccccsesces 1,088,037.........786,196 
Re-discounts LS70256 6.00000 990187F 50555... 5 908 
Sundries PR BIO EST os 0:06: 7,1¢0,855...... 19,455,844 


Total liabilities Fr. 1,740,684,765. ...1,955,435,621 . .2,119,475,209 


Resources. Jan., 1867. Jan., 1868. Jan., 1869. 

Coin and bullion Fr. 675,053,965 983,082,245. ...1,080,232,773 
Commercial bills overdue................. ie re BGBE SES. 6.5: 0.055.0:0:0 292,948 
Do. discounted in Paris...............336,902,178.....279,324,908..... 326,675,327 
Do. do. in the branches ...............368,323,362.....272,209,465 301,365,105 
Advances on bullion in Paris 33,943,300 57,034,000 40,826,100 

. do. in the provinces 8,224,400 iB. > ae 4,038,100 

. on public securities in Paris.........14,125,400...... 12,477,600 

. do. in the provinces re. ae 28,084,250 

. on obligations and railway shares. . .37,606,200 

» GD. 10 SG) PEOVIMOEE. 0.0.0.5. 26 :0:0.5 0:00.00 26,034,900 7,722,800 

. on securities in the Credit Foucier.....743,600.........990,300......... 

. do. in the provinces J ee | 

. do. to the state 60,000,000 60,000,000 60,000,000 
Government stock reserves............. 12,980,750 12,980,750 12,980,750 
Do. other securities $6,065,2387...... 35,988,737 80,633,437 
Securities held 100,090,000 100,000,000 100,000,000 
Buildings of the bank and branches... .. .8,304,097 8,274,805 
Expenses of management ................+- GUO). s.ais.sies.0i83 43,934 
IS ioc cise Sch nase waa ter a@eauaine 13,403,107.... ..42,856,627 


Total resources........ .. +++ Fr. 1,740,684,765. ...1,955,435,621... .2,119,475,209 


Frencn Cormmace — The coinage of gold money in Paris was par- 
ticularly active last year. Between the Ist of January and the Ist of 
November, 262,672,380f. worth were struck, of which 86,000,000 were 
in 5f. pieces. The administration has made every effort to call in the 
deteriorated silver coinage, and has succeeded to the extent of 140,- 
000,000. On the other hand, it has issued 150,000,000 of new. The 
fabrication of postage-stamps assumes larger proportions every year ; 
during 1868, 500,000,000 were produced. 
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NATIONAL BANKS OF THE UNITED STATES. 


1,579 Banxs. 1,644 Banxs. 1,642 Bawxs. 

Liabilities. Jan., 1866. Jan., 1867. Jan., 1868. Jan., 1869. 
Capital paid in......... $403,357,346 .... $419,779,739 .... $420,260,790 .... $419,058,931 
Surplus ..sccoccccccccce 43,000,370 .... 59,067,222 .... 70,586,126 .... 81,169,936 
Undivided profits...... 28,972,494 .... 26,887,323. .... 31,399,878 .... 35,318,274 
National-bank notes... 213,239,530 .... 291,093,204 .... 294,877,390 .... 204,476,702 
State-bank notes....... 45,449,155 .... 6,961,499 .... 3,792,013 .... 2,734,669 
Individual deposits.... 520,212,174 .... 655,179,944 .... 581,827,088 .... 568,472,934 
United-States deposits. 29,747,236 .... 27,225,664 .... 24,305,638 .... 13,211,850 
Disbursing officers..... =. ..... os eee 2,275,385 .... 3,208,783 .... 3,472,885 
Due National banks... 94,709,074 .... 92,755,561 .... 98,144,670 .... 95,453,140 
Due other banks....... 23,793,585 .... 24,322,614 .... 21,867,648 .... 26,984,946 

Total liabilities... ..$1,402,480,964 ....$1,506,448.245 ....$1,499,770,023  ....$1,540,354,267 

Resources. Jan., 1866. Jan., 1867, Jan., 1868. Jan., 1869. 
Bins ccncsscaneness $500,650,109 .... $608,411,901 .... $616,603,480 .... $643,232,304 
Overdrafts......... Saisie 5 hamatablnen Ry me es bat, ened one 1,712,735 
U.S. bds. forcirculation 298,376,850 .... 339,180,700 .... 339,064,200 .... 338,539,950 

“ “ 

u onhand....,5 142008500... }200'o50 7°". aartehs00 -...  35/010,600 

hicae 924, ree , 164, pale ,010, 

Stocks, bonds, &c...... 17,483,753 .... 15,072,738 .... 19,365,805 .... 20,127,733 
National banks ........ 93,254,551 .... 92,492,446 .... 99,311,446 .... 101,719,341, 
Other banks & bankers 14,658,230 .... 12,981,446 .... 8,480,200 .... 7,790,766 
Real estate, &c......... 15,436,296 .... 18,861,137 .... 21,125,666 .... 23,289,838 
Expense account...... 3,193,718. .... 2,795,822 .... 2,986,894 .... 3,265,990 
Premiums ............. 2,423,918 .... 2,852,945. .... 2,464,537 .... 1,654,353 
Cash items............. 89,837,684 .... 101,330,984 .... 109,390,266 .... 142,437,760 . 
Bills of other banks.... 20,406,442 .... 20,381,726 .... 16,916,841 .... 14,853,024 
iisascasiovsice Se yey ee aE Rand’ | “Sleaaenaie wae 2,280,471 
ire and anancas 16,909,364 .... 16,634.972 .... 18,103,980 .... 29,626,750 
Legal-tender notes..... 187,846,548 .... 104,586,827 .... 116,234,368 .... 88,113,490 
Comp. &3perct.notes _........ ned 81,925,100 .... 48,242,030 .... 52,200,810 





Total resources. .... $1,402,480,064 ....$1,506,448,245 ....$1,499,770,023 ....$1,540,354,266 
For further particulars of national banks, for 1864-1868, see January number, pp. 552-564. 


The National banks of the United States show a surplus account 
of $116,488,210, which is equivalent to a percentage of nearly twenty- 
eight per cent on a capital of $419,058,931. The loans, stocks, bonds, 
&c., bearing interest, held by the banks, slightly exceed twelve hun- 
dred millions of dollars, 





REewarps For THE Bank-or-MontrEAL Rospers.— The Bank 
of Montreal offers a reward of $5,000 to any person who shall give 
such information as shall lead to the apprehension and conviction in 
Canada of any one of the parties who robbed the St. Catharine’s 
branch. Also $1,000 for each person, after the first convicted of such 
burglary ; and a further sum of $500 for the apprehension and con- 
viction of each accomplice of the robbers. A reward of fifty per 
cent on any sums of the stolen money, which may be recovered and 
paid over to the bank, is also offered. 





Banking and Financial Items. 


BANKING AND FINANCIAL ITEMS. 


Notice. — “The Merchants and Bankers’ Almanac” for 1869 is 
now ready for delivery, containing carrected lists of the National 
banks to February, 1869, the State banks, private bankers, and savings 
banks of the United States. Price two dollars. Copies will be mailed 
to order. The publisher requests early notice of any bank changes, 
names of new banking-firms, &c., for publication in “The Bankers’ 
Magazine,” and in the next edition of “The Almanac” to be issued 
in a few weeks. No charge is made for the announcement of such 
new firms and changes in “The Almanac,” and in “ The Magazine.” 


Tae CHAMBER OF CommercE. — At the adjourned meeting of the 
Chamber of Commerce, in January, Mr. E. 8. Jarrray opposed the 
plan of Mr. Low, and offered the following as a substitute for 
the resolutions of Mr. Low: — 

Resolved, That this Chamber petition the Senate and House of 
Representatives, in Congress assembled, to enact a law for the 
gradual and uniform funding of the legal-tender currency ; and that 
they respectfully suggest that the funding may be safely accomplished 
at the rate of four millions of dollars every month until the whole 
four hundred millions are funded 

Mr. JonaTHan SturGEs also opposed the plan of Mr. Low, in an 
able speech, and closed by offering the following as a substitute : — 

Resolved, That the following plan be recommended to Congress 
as a basis of action for the permanent settlement of our national 
finances : — ‘ 

1. Declare, that, when the debt is paid, it shall be paid in coin. 

2. Legalize gold contracts. 

3. Introduce the strictest economy in every department of the gov- 
ernment. 

4. Refuse all subsidies and unnecessary appropriations. 

5. See that the revenues are economically, energetically, and 
honestly collected. 

6. Use all the surplus revenue in reducing the debt. 

7. Take away all power from the Secretary of the Treasury to 
make money plentiful or scarce. 

8. Let the people understand, that, while they need not fear rapid 
contraction, it will be dangerous to rely upon indefinite suspension. 

9. Contract the currency moderately the first year; next year de- 
termine whether the country will bear a more rapid contraction. 

10. Reduce the taxes so as to leave only surplus revenue sufficient 
to pay off annually a reasonable amount of the debt. 

11. Resume specie payments as soon as‘a rigid adherence to the 
above policy makes it safe to do so. 


. 
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Norartes. — In the Assembly of New York, Mr. Kinam intro- 
duced a bill providing that all persons admitted to practise as attor- 
neys in the Supreme Court shall, by virtue of their office, be notaries- 
public. 


Noraries. — A bill was reported from the Judiciary Committee 
giving notaries-public residing in one county the privilege of exer- 
cising their functions in adjacent counties. The argument was made 
to hinge upon the cities of New York and Brooklyn, although the law 
isa general one. The members from New York opposed the bill, and 
the Kings-County men stood stoutly up for it. 

It was amusing to see the New-York and Brooklyn Democrats fight 
each other over the petty spoils of a notary, and was the first out- 
break, on the floor of the Assembly, of the jealousy and bad blood 
that is known to have existed for a long time between these two 
branches of the unterrified. Mr. Bancrorr Davis, of Orange, finally 
suggested to the combatants, what none of them appeared to have 
thought of before, that notaries-public were created for the conve- 
nience of the public, and not for the exclusive benefit of the indi- 
viduals holding the office ; and, as it was generally agreed that the 
public convenience would be promoted by the bill, he saw no good 
reason why it should not become a law. A motion to strike out the 
enacting clause was lost by a large majority ; and, after an amendment 
had been adopted that notaries should file a certificate of their appoint- 
ment in the County Clerk’s office where they proposed to officiate, 
the bill was referred back to the Judiciary Committee to report com- 
plete. 


Cierks’ Association. — A meeting of New-York city bank-clerks 
was held Jan. 27, for the purpose of forming an association for 
the benefit of the widows and orphans of bank-clerks. The following- 
named gentlemen were appointed a committee to draft resolutions 
and by-laws: Messrs. Reppine, Manhattan; AKERMAN, Merchants’ 
Exchange; Nasu, Corn Exchange; Mippieron, American Ex- 
change; GrtLeLtN, Merchants’; Murray, Ocean; Raymonp, North 
River; Hart, Pacific; Eaatesron, Citizens’; and president and 
secretary ex officio. Each bank is to send one delegate to the next 
meeting, who will act upon the by-laws and resolutions presented by 
the committee. 

To make such a system equitable, the annual premium. should be 
increased with the age of the clerk, as is done by life-insurance com- 
panies. Such an association may accomplish vast good, and obviate 
much distress to the members of their families; but it is obvious 
that the clerk of fifty years of age should contribute more than those 
of twenty, thirty, forty years, &c. 


CounTERFEITING. — Before the United-States Circuit Court, at 
New York, in the case of James Carr, who was convicted of having 
counterfeit money in his possession, with intent to pass the same, his 
counsel, ex-Judge Stuart, asked for an arrest of judgment until the 
Court had time to consider a point advanced by counsel, — that the 

48 
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defendant had committed no offence under the Constitution of the 
Unitep Srates, and was not amenable to the laws of the Unirep 
Srares, as the Constitution empowers Congress only to pass laws 
for the punishment of those counterfeiting its coin and securities, and 
does not empower it to pass laws punishing persons for passing, or 
having in possession with intent to pass, any such coin or securities; 
that the laws of Congress for punishing these last-named offences are 
void, as being unconstitutional; and that the sole power to punish 
such offences resides in the various State governments. The Court 
said it would consider the point. 


New York. — One of the most daring robberies ever commit- 
ted in this city was perpetrated on Saturday morning, Jan. 23, in 
the National Park Bank, where a man made a most desperate effort 
to obtain a large amount of money. It appears that about half-past 
nine o'clock, a man of shabby appearance, who gives the name of 
Francis E. Prxron, entered the new building occupied by the 
National Park Bank, on Broadway, and made his way quietly to the 
rear portion of the office, where he suddenly, yet deliberately, broke 
the large plate-glass window fronting the money department, with a 
large octagon-shaped plate of iron, fully ten inches in diameter, and 
nearly an inch thick, with a handle, for the better perfecting his pur- 
pose. This plate weighed fully six pounds, and so effectually smashed 
the glass, that Prvron found no difficulty in gaining easy access to 
the piles of bank-notes lying on the desk. He seized, in the hurry 
and excitement of the moment, a package containing $3,636 in 
National bank-bills of various denominations, with which he darted 
from the building; the large iron plate being, of course, abandoned in 
the bank. The noise of the breaking glass naturally attracted the 
attention of the bank officials and employees, and a vigorous pursuit 
was at once instituted. The thief ran out of the Ann-street entrance 
of the bank ; and, after a vigorous chase, he was arrested in Maiden 
Lane. The thief was pursued by some of the bank-clerks, arrested, 
and committed for trial; the money being recovered. 

Watkins. — Mr. Gasriet 8. Horsert, hitherto cashier of the 
First National Bank of Warwick, N. Y., was, in January last, chosen 
cashier of the First National Bank of Watkins, Schuyler County, in 
place of Mr. H. M. Hitterman, resigned. 

California. — A few weeks since, a man went to the Bank of 
California, and presented a check for $3,600, purporting to be drawn 
by a well-known firm in San Francisco. The check bore the proper 
stamp, &c., of the firm; but, as the man who presented it was not the 
one who usually came from the firm, the suspicions of the bank- 
officers were aroused, and they refused to cash the check until they 
had ascertained that it was all right. The man accompanied some of 
them to the door of the firm’s office, and then suddenly broke and 
ran, and so far has not been seen. 

San Francisco. — The card of the California Trust Company may 
be found on the cover of this work. The company is fully prepared 
to transact a general banking-business in gold, the sole currency of 
that State. 





1869.] Banking and Financial Items. 755 


Iimois.— Mr. [ra Ho.mes, formerly cashier of the Third 
National Bank of Chicago, was, in January last, elected Vice-Presi- 
dent of the Manufacturers’ National Bank, as successor of Mr. 
Cuartes Comstock. Mr. J. A. Hotmes succeeded Mr. Davin J. 
Lake as cashier of the latter institution. 


Chicago. — A bill before the Illinois legislature proposes to- charter 
the Board of Trade Storage Company of Chicago, with power to 
receive upon deposit, in store or otherwise, grain, flour, freight, mer- 
chandise, bonds, warehouse receipts, bills of lading, railroad and trans- 
portation certificates, evidences of debt, and other property ; assume 
the management, control, and custody of the same; make advances ; 
receive and advance money; to hold by lease or deed one million 
dollars’ worth of real estate ; and besides they have authority to do a 
general commission-business. The authorized capital is $1,000,000. 


Indiana, — The Auditor and Treasurer of State of Indiana 
give notice to holders of Indiana War Loan Bonds, that the agent of 
the State will be ready to pay the same, as provided by law, on the 
first day of May next, at his office, No. 27 Pme Street, New-York 
City. Holders desiring to present their bonds for payment are re- 
quired to notify the agent of the State on or before the twenty-fifth 
day of March. 


Maryland. — The annual report of the Register of Baltimore, 
recently presented to the Councils of that city, gives the following 
statement of its financial condition: Funded debt, $22,069,225; in- 
dorsements for various railroads, $1,948,500; miscellaneous debts, 
$930,261; making a total of $24,947,986. The assets of the corpora- 
tion, including shares and mortgages on various railroads, real estate, 
taxes in arrears, &c., amount to $22,017,260. The stocks, however, 
taken at their market value, it is asserted, would add $305,000 to the 
amount of assets beyond what they are credited in the account. The 
estimate of expenditures for 1869 amounts to $4,883,883, and the 
receipts other than from taxes at $1,710,200. 


Chestertown. —It is now stated as a fact, that Samuget W. Spen- 
cER, late cashier of the Kent National Bank of Chestertown, Md., 
was a defaulter to that institution to a large amount. He confessed 
afew days before his death that he had made restitution to the bank 
to the full extent of his ability. He had a valuable real and personal 
estate ; and it is believed that it will realize nearly sufficient to cover 
the amount of his indebtedness, so that his bond will suffer but little 
loss. The bank is doing business as usual, and no apprehension is 
felt in this community as to its perfect ability to meet all its liabilities. 
The amount of the defalcation is supposed to be about $50,000, 


An Octogenarian. — Mr. Zesuton Waters died at his residence 
at Baltimore in January last, in the eighty-fifth year of his age. The 
deceased entered the Bank of Baltimore in 1805, in a subordinate 
capacity, and served in various positions up to chief clerk. He served 
the bank with great regularity and attention for sixty-four years, and 
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until within the past three months, when he was confined to his home 
by sickness. Mr. Waters was well known and respected. 

New Windsor. — The First National Bank of New Windsor, Car- 
roll County, Md., was robbed on Friday, Jan. 22, of bonds and 
various securities to a large amount. A reward of $10,000 is offered 
for their recovery. A bank need not keep in its vaults a large sum 
in public securities. They can be kept in the burglar-proof vaults of 
the Safe Deposit Co., N.Y., and Union Safe Deposit Vaults, Boston, 
without any risk whatever, and for a very small commission. 


Ohio. — On the 12th day of January, 1869, Mr. Robert Boake 
was duly elected President of the First National Bank, Lebanon, in 
place of Mr. John C. Dunlevy; and Mr. George W. Hunt was duly 
appointed Cashier, in place of Mr. Boake, now President. 


Portsmouth. — On the 19th of January, 1869, Mr. George Johnson 
was elected President, and John G. Peebles Vice-President, of 
the Portsmouth National Bank, (late Bank of Portsmouth, and for- 
merly branch of the State Bank of Ohio). 

Newark. — An election for new officers was held for the association 
commonly known as “The Wool Grower’s Bank,” Newark, Licking 
County, Jan. 4, 1869, when Wm. Veach, Esq., was chosen Presi- 
dent, Mr. Michael Morath Vice-President, and Mr. C. A. Stevens 
Cashier. 


Pennsylvania. — On the 1st of February, 1869, Messrs. Kirk, 
MacVeagh, & Co., bankers, of Westchester, Pa., opened a branch 
banking-house, in the borough of Coatesville, with Mr. C. Taggart 
(late paying teller of the National Bank of Chester Valley) as cash- 
ier. This firm now have banking-houses at Westchester, Oxford, 
and Coatesville, all in Chester County. 


THE PHILADELPHIA CLEARING-HOUSE. 
AGGREGATE OPERATIONS FROM MARCH 22, 1858, TO JANUARY, 1869. 


Cash Balances Average Daily Average Daily 
To Jan. Exchanges. Paid. Exchanges. Balances. 
1859.... $663,707,303 78 ... $44,773,131 ..» $2,742,592 16 ... $185,012 94 
1860.... 1,026,715,542 87 ... 64,213,066 20 ... 3,322,704 02 ... 207,809 27 
1861... 1,099,817,007 62... 72,395,749 64 ... 3,559,278 34 ... 234,290 45 
1862.... 771,071,475 43... 69,863,049 21 ... 2,511,656 +e. 227,566 93 
1863.... 965,684,302 60... 82,874,087 sos Syke ren ... 268,200 92 
1864... 1,285,910,685 51 ... 118,969,363 89 ... 4,188,632 20 ... 387,522 35 
1865.... 2,037,729,220 87 ... 148,180,902 ese 6,594,592 eee 479,549 84 
1866.... 1,908,500,018 72 ... 160,897,767 33 ... 6,257,377 11 ... 527,533 66 
1867.... 1,765,682,747 44... 156,401,271 30 ... 5,732,736 19 ... 507,796 33 
1868.... 1,641,019,118 78 ... 161,698,267 59 ... 5,927,984 15 ... 524,994 37 
1869.... 1,740,641,117 30 ... 165,289,731 44 ... 5,651,464 .-. 586,654 97 


$142,906,477,940 92 $1,245,556,388 16 


Butler. — Mr. Charles McCandless was in January elected Presi- 
dent of the First National Bank, Butler, Pa., in place of Mr. James 
‘Campbell. 
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Vermont, — Mr. L. C. Dodge has been appointed Cashier of the 
First National Bank of Burlington, Vt., in place of Mr. Charles A. 
Sumner. 


Minnesota. — The First National Bank of Austin, Mower 
County, Minn. (No. 1690), was organized in January, with a present 
capital of $50,000, limited to $200,000. Cashier, Hartan W. Paes. 


Stock Board. — The following is a copy of the joint resolution 
of the Stock Exchange and Open Board of Stock Brokers of New 
York, adopted Nov 30, 1868, in reference to the registry of active 
speculative stocks dealt in at the two Boards : — 

Resolved, That on and after Jan. 30, 1869, neither Board will 
call or deal in any active speculative stock, of any company, a regis- 
try of whose stock is not kept in some responsible bank, trust-com- 
pany, or some other satisfactory agency, and which shall not give 
public notice at the time of establishing such registry, of the number 
of shares so intrusted to be registered, and shall not give at least 
thirty days’ notice through the newspapers, and in writing to the 
president of each Board, of any intended increase of the number of 
shares, either direct or through an issue of convertible bonds, and 
shall not, at the same time, give notice of the object for which such 
issue of stock or bonds is about to be made. 

The registry of all the stocks is completed or in process of comple- 
tion, except Erie. The following are the places of registry : — 


Canton Land Co.....ssecseecceese U. 8. Trust. | Michigan Southern. ... Bankers’ and Brokers’, 
Cumberland Union Trust. | Cleveland and Pittsburgh. ...Farmers’ Loan. 
Boston Water Power Farmers’ Loan. | Chicago and Northwestern.... do 
Western Union Telegraph.... do Lake Shore do 
Quicksilver Bankers’ and Brokers’. | Milwaukee and St. Paul Union Trust. 
do Cleveland and Toledo Farmers’ Loan, 
- | Toledo and Wabash Metropolitan Bank. 
. | Chicago and Rock Island.Corn Exchange BR. 
Fort Wayne............Third National Bank. 
Ohio and Mississippi Union Trust. 
. | Merchants’ Union F 
Long Island Railroad. ..Bank of N. America. 
The Adams, Wells-Fargo, and United States express companies 
have notified the Boards that they will register; and we understand 


that arrangements are at present being made for that purpose. 


Nationat Banxs.— The following banks have recently increased 
their Capital Stock. 1. The Shawmut National Bank of Boston, 
$250,000 (now $1,000,000). 2. The First National Bank of Detroit, 
from $65,000 to $100,000. 38. The Commercial National Bank of 
Cleveland, Ohio, from $600,000 to $800,000. 4. The First National 
Bank of Charleston, 8.C., from $285,000 to $400,000. 5. The North- 
field National Bank, Vermont, from $75,000 to $100,000. 

_ Reduced Stock.— The Princeton National Bank, N.J., has reduced 
its capital from $100,000 to $82,000. 

_ Liquidation. — Two additional banks have concluded to go into 
liquidation. 1. The First National Bank of Marion, Ohio. 2. The 
First National Bank of Oskaloosa, Iowa. 
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THE GOLD PRODUCT OF THE PACIFIC STATES, 
YEAR 1868. 


TREASURE, Propuct, Imports, &c. 


The receipts of treasure from all sources at San Francisco, through 
regular public channels, during the past twelve months, as compared 
with the same period in 1867, have been as follows :— 

1867. 1868, 
From California, Northern Mines $40,927,309. $41,149,895 
From California, Southern Mines woes 4,447,461........ 4,783,085 
From coastwise ports, Oregon, &c coos QB ccccces S200 
Imports, Foreign, British Columbia, &c........ Lentsces Sees 


Totals. ...cccceces ;, $55,566,826. .... +» $54,510,235 


The source of information most nearly approximating correctness 
upon which we have to depend for the annual product of bullion on 
this coast are the receipts of Wells, Fargo, & Co.’s Express Company : 
from which it appears that the amount reaching this city through that 
channel during the year 1868 was $54,510,235; showing a falling off 
from the receipts of 1867 of $56,591, —a deficit that would appear, 
from a comparison of the tables of the two years, to have occurred in 
the receipts from northern coastwise and foreign ports, but which facts 
show to be mainly due to the largely diminished yield of the mines 
upon the Comstock lode, a decrease equivalent to $5,000,000. This 
loss, greater, however, than was generally anticipated, it was hoped 
would be nearly made up by gains made in several of the outside 
districts in Nevada; but this expectation the final figures have 
defeated. ; 

The following table shows the value and destination of treasure 
shipments from San Francisco during the past fifteen years, — from 
1854 to 1868 inclusive : — 


EASTERN OTHER 
YEARS, POKTS, ENGLAND. f PANAMA. PORTS. TOTALS. 
1854.... $46,533,166. ..... $3,781,080. 7 $204,592. ..... $560,908......$52,045,633 
38,730,564...... 5,182,156...... « 932,207....0. 128,129 45,161,731 
39,895,204 8,666,289 -cocce 253,268...... 573,782 50,697,434 
35,531,778 9,347,743 2,993,264 410,929. ..... 692,978 48,976,692 
35,891,236 9,265,739. .....1,916,007...... 299,265... 47,548,026 
seeee 40,146,437 3,910,930. .....3,100,756 279,949. .... 47,640,462 
35,719,206 2,672,936. .....3,374,680...... 300,819. 258,185...... 42,325,916 
s+ee 32,628,011...... 4,061,779. .....3,541,279 349,769... 40,676,758 
26,194,035 12,950,140 seee 434,508... 42,561,761 
10,389,330 28,467,256. .....4,206,370 2,503,296...... 505,667...... 46,071,920 
13,316,122... ... 34,436,423. .....7,888,973...... 378,795... 686,888...... 56,707,201 
15,432,639 6,963,522. .....1,224,845......1,103,832...... 45,308,22 
sooo 6,532,208. .....6,527,287....06 511,550. .....1,548,457...... 44,364,393 
5,841,184. .....9,031,504...... 372,552. .....3,075,149 41,676,722 
21,468,800 5,312,979... ...6,193,995 640,000. ... ..1,828,621...... 35,444,395 


Totals, $449,628,253  $155,861,481 $61,562,805 $8,395,344 $11,768,959  $687,207,271 
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STOCK FLUCTUATIONS. 


We call the attention of the reader to the annexed table; the same 
being a monthly statement relative to most of the stocks dealt in at 
the Board, showing the highest and lowest prices in every month of 
the year 1868 of twenty-three companies, together with the bullion 
yield, assessments levied, and dividends disbursed during the same 
time, giving also totals of 1867 and 1868. With the exception of the 
Yellow Jacket Company, it is very complete. That company, during 
the fiscal year ending June 30, produced $680,000 in bullion, of which 
no account is given in our table, for the reason that we have been 
unable to obtain the monthly yield from time to time. Taking the 
above amount as a basis, we find a bullion product of said company 
of about $60,000 per month. The annexed are the quotations in 
January and December, 1868 : — 

JANUARY, 1868. DEcEMBER, 1868. 
Company. Highest Lowest Highest Lowest 
Price. Price. Price. 
37. $33.00 
Belcher K i R 165.00 
Bullion 30. r 15.00 
Crown Point f i of 45.00 
Confidence , r F 32.50 
Chollar-Potosi 5. d y 145.00 
Daney r r : 3.00 
Exchequer i z : 20.00 
Empire M. & M. Co R; A 117.50 
Gould & Curry 
Gold Hill Q. M. & M. Co 
Hale & Norcross 
Imperial 
Justice and Independent 
Kentuck 
Lady Bryan 
Ophir 
Overman 
Segregated Belcher...... erates sarees ‘ 
Savage 
Sierra Nevada 
Yellow Jacket 790.00 ,600. 
Be A ET OOO COTE FEET Or PI 250.00 230.00 
Total in 1868 
Total in 1867 
Total in 1866 


The Gould & Curry Silver Mining Company has had an eventful 
history. The claim of the company is one of the earliest located on the 
Comstock lode; consisting as it does of a consolidation of the Gould 
claim with the Curry claim, the former of which was located in June, 
1859, and the latter in May, 1859. The two claims, thus consolidated, 
represent 1,200 feet. The company was incorporated June 27, 1860, 
with a capital of $2,400,000, divided into 4,800 shares of the par value 
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of $500 each. It is said, that, soon after the claim was located, it could 

have been purchased for $3 per foot. It has since sold for over 

$6,000 per foot. As early as February, 1860, sales were made at 

$600 per foot. Subsequently, during the same year, the price 

dropped to $320 per foot. On the Ist January, 1861, the market 

value was $325, subject to an assessment of $36, the first one levied. 

The following table shows the price per foot on the first day of each 

wonth during the first seven years that the stock was on the mar- 
ket :— 

: 1861. 1862. 1863. 1864. 1865. 1866. 1867. 

January ...... $325 .... $360 ....$2,600 ....$5,000 ....$1,500 .... $925 ....$625 

oo SP cece GSM 2s SO ..cs 1008... BD ..s OO 

$75 .... 3,350 .... 4,700 .... 1,650.... 925.... 480 

750 .... 3,150 .... 4,400 .... 2,010 ....1,050 ....°490 

eves 800.... 3,725 4,010 .... 1,800.... 850.... 525 

..1,000.... 4,100.... 3,400 .... 1,595 .... 730 570 

.. «1,100 5.600 ..... 1,545 .... 1,750.... 700.... 705 

coveh MOO .... 6976 ..... 1080.... 1500 .... 706.... 700 

September.... 240 ....2,500.... 4,500 .... 1,460 .... 1,135 .... 700 500 

October BO. sic x <n QO sess Te cc. RO ccc CO ...5 BO 

November..... 325 ....2,000.... 4,350 .... 1,650.... 1,010 .... 550 310 

Brecemsber.....: 325. ..:.2,500.... 6500.2... 10... GS... WO... 37 


The culminating point in the price of this stock occurred about the 
20th of June, 1863, when sales were made at $6,200 per foot. Nearly 
all descriptions of Washoe Mining Stocks were much higher in 1863 
and 1864 than previously to that time or since. During the past year, 
Gould & Curry Stock has not once touched $700, and but rarely sold 
above $600 per foot. As transactions during the past year have, for 
the most part, been by the share, we give the tri-monthly fluctuations 
per share as follows: — 4 

Ist. 11th. 21st. | Ist. 11th. 21st. 

January 202.885 .... $102 i .... $100 .... $105 

February 5... 109 .... 167) August saos Baws, 

March soe, $40. cses 200) Bepmmber..... 10P 25. Biss. 

-- 167 .... 145 | October secs Paces, 

. 1384 .... 104 > November os oan 

| December 2 ince OE 

, there are four shares to the foot; 

from which it will be seen that the highest price per foot referred to in 

the above table is $680. However, the stock sold on the 9th of April 

at $690 per foot. The lowest figure reached was on the 11th of No- 

vember, when sales were made at $67 per share, or $268 per foot. 

The monthly average prices per share for the past two years compare 
as follows :— 

Month. 1867. 1868. Month. 1867. 1868: 


January ..-- $98 
February SE ods 200 | ROpwat...... rc sicerdesscces 154 .... 
.-. 149 | September 
.. 153 October 
aon See 
. 109 
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ANNUAL EXPORTS OF MERCHANDISE AND TREAS- 
URE FROM SAN FRANCISCO SINCE 1848. 


The exports of merchandise from San Francisco to domestic Atlan- 
tic and foreign ports during the year 1868 amounted to $22,844,235 ; 
making a total, since Jan. 1, 1868, of $165,369,926. Our exports 
of treasure for the past year amounted to $36,358,096, making a 
total, since Jan. 1, 1848, of 897,968,267. Adding merchandise and 
treasure, our exports for the twenty-one years ending Dec. 31, 1868, 
reach the enoymous aggregate of $1,063,338,193. The details of each 


c 

Co 
year have been as follows :— 

Merchandise. Treasure. Total. 

TN Oi. acces ewes $2,000,000 $66,000,000 $68,000,000 

1,000,000 45,989,000 46,989,000 

1,500,000 45,779,000 47,279,000 

2,000,000 54,965,000 56,965,000 

2,500,000 52,045,633 54,545,633 

4,189,611 45,161,731 49,351,342 

4,270,516 50,697,434 54,967,950 

4,369,758 48,976,692 ‘ 53,346,450 

4,770,163 47,548,026 52,318,189 

5,533,411 47,640,462 53,173,873 

42,325,916 50,858,355 

40,676,758 50,564,830 

10,565,294 42,561,761 53,127.055 

13,877,399 46,071,920 59,949,319 

13,371,752 55,707,201 68,978,953 

14,554,130 44,426,172 58,980,302 

17,281,848 44,365,668 61,647,516 

22,421,298 40,671,797 63,093,095 

22,844,235 36,358,096 59,202,331 


$165,369,926 $897,968,267 $1,063,338,193 





A Savines Bank Incipentr.— In 1833, Mrs. Erastus Cornine 
deposited in the Albany Savings Bank the sum of $22 to the credit of 
a nephew, a mere lad. The fact was forgotten by herself, and by the 
boy, who shortly after removed to Ohio, and has never been in 
Albany since, till a week ago. It was not long before that Mrs. C. 
found the savings-bank book among her papers; and sending to the 
bank found that the accumulations had raised it to $123.11, which 
was paid on Friday last, at the Commercial Bank, which has had 
charge of the funds from the commencement. The books of the bank 
showed that the interest account had been carried out every six 
months, and the sums compounded, awaiting the claimant. We 
refer to the fact to show that the “unclaimed deposits” in these insti- 
tutions, which the legislature is occasionally asked to transfer to the 
State Treasury, are pretty sure in the end to be claimed. 
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THE DAILY PRICE OF GOLD AT NEW YORK. 


Continued from page 668, February No. 


Premium, 1863. Premium. 
soccccee M34 @ 343 .. Dec, 21......34] @ 353 oes 
wosoccse SMG@S ME Bae BAL @ 35} . 
seseeee S44 @ 35h .. 343 @ 35 .. 

Holiday. “é oer “aga @ @ 3 


2-0 BAS @: 
29 - 


9.0002.35f @ 353 
1-14-35) @ D354 


a 363 @ 
16.+2.2.36} @ 36h 


*Lowest and highest of the month. 


Highest. 
January 5 40} 
February ° coeee 44 41 
March.... are : 38 
j Q 40, 39; 
39 


September 
October .... 


Date. 1865. 1866. 1867. 
January .. on z eos 973 @ 1344 .... 363 @ 44§ .... 32 @ 37 
ee - ‘i ( sane $04 @ 116 } @ 403 .... 35} @ 40 
March . ee sees 48$ @ 101 1... 25 @ 36 

ae . 125 @ 20}. 


@E 


25 @ 41h. 


ee 
sees 47 @ 55g... 37 
oe «+. 464 @ 52} .... 303 @ 42 
Be 12) 431 @ 47 wee 404 @ 46h... 
. 44 ..e 454 @ 54h .... 403 @ 45} .... 
D) 45 eee 374 @ 48% .... 374 @ 414 .... 324 @ 
144 0... 44 § .... 31§ @ 413 .... 33 @ 37§ .... 344 @ 36 


American silver is selling iii at 6 @ 6} cents below the price of gold, and Mexican 
dollars at 102} @ 103 in gold. 

The following are the quotations for foreign coin: American silver, 95} @ 96}; Mexican 
dollars, 103} @ 104; English silver, 480 @ 485; Five francs, 95} @ 96}; English sovereigns, 486 
@ 489; Twenty francs, 385 @ 387; Thalers, 70 @ 71}. 


@ 67% oeee 36: 


@QLHEOQLLOLEO 
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FLUCTUATIONS IN STOCKS. 
JANUARY, 1869. 


Fiuctuations in the Philadelphia Stock Market during the month 
of January, 1869. 
Prepared by Bowren & Fox, 13 Merchants’ Exchange. 


Lowest Highest Amount 
Date. Price. Date. Sold, 


9 « 97 -. 380 .. $17,200 

‘ .. 6 .. 100$ .. 16 .. 436,800 

Do. a er 88 os, ae 1,500 
Pennsylvania 5’s, trans ae —— ae eer 7,000 
Do. sc oe .. 95) .. 27 .. 3,000 
Do. ‘ me 6s et 14 ca. ae. ae 2,000 
Pennsylvania 6’s, Ist series as «= 20 a es 6,150 
Do. oe ae “a «s ee oe BE ce 6,500 

Do. 3d _ series as a ee oe SP as 7,200 
United States 6’s, 1881 ais oa WEE: os. WB vas 3,000 
Ss .. 109 .. 98 .. 8000 

1093... .. 6,500 

108... .. 5,000 

oo -- 108 wa a 4,500 

July, TOES occ. aia -. 108) 2,200 

reg. a ‘a ..» 1089 300 


Stocks. 


July, 1867.. vi ie A oe :. 8,000 


108% .. 25 .. 38,000 

a .. 1,500 

g - Be .. 15,000 

Allegheny Co. ® - ae emer ss 4,000 
fe — pe .. 6,000 

De. . seri oe ee 74 ine ne 1,214 
Pittsburg 5’s ee so §=9OR es -» 10,000 
New Jersey 6’s sa ais, OE oe .. 29,000 
*Camden & Amboy Railroad ee va MRE - a. on 460 
Do. 6’s, 1870....... a — ee .. 1,000 

Do. 6’s, 1875...... fe og, ee. be .. 4,000 

Do. . ee oe 88% .. D ce 3,200 

Do. mort. 6’s, 1889. __ ‘i ae .. 89,100 
Pennsylvania Railroad a a ae -. 18,667 
Do. lst mort. ... ae a $e -- 14,000 

Do. 2d mort B os, EE ox si -- 18,000 

Do. con. bonds.. f we an : aa -- 10,000 
tReading Railroad i ‘i i Ss -. 90,010 
Do. 6's, 1889 “al , i .. 3,100 

es oe oe 7,002 

North wl Railroad <a eee a “e ‘ 610 
Do. . seidie a oe ee oe 3,500 

Do. SS fas ‘se ae -. 17,500 

Do. 7 perct.scrip 80 .. oe oe Pr 150 

Do. Chat. 10’s... 109 .. aa ns oe 500 

Lehigh Valley Railroad 58r oa ae me 1,897 
Do 6’s, 1873. 924, .. ae +... sie ‘1,000 

Elmira & Williamsport Railroad . 30 : aa oe oie 20 
7. > O oe °  « net 3,000 


Do 
Philadelphia & Erie Railroad. 25}. oe -. 19 


* Sold ex-dividend after Jan. 
t Sold ex-dividend after Jan. i, "19 the highest price after that date. 
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Philadelphia 2 _ Railroad, 6’ 's. 


*Philadelphia & & to 
Little Schuylkill Railroad 
Do. 2 
Harrisburg Railroad 6’s 
O. C. & Al River Railroad 
Do. 
Northern Central Railroad 
Do. 
Catawissa Railroad preferred... 
Norristown Railroad 
Minchill Railroad 
St. & Ind. Railroad 1st mort. bds.. 
Bel. & Del. Railroad bds., 2d mort. 
Do. 3d mort. 
Philadelphia & Sunbury 7’s 
Sunbury & Erie 7’s . 
Warren & Franklin 7’s 
West-Jersey Railroad 7’s 
Western-Pennsylvania Railroad 6’s 
Schuylkill Nav. Co. Pf.........-. 
Do. preferred. . 
Do. 6’s, 1872.. 
Do. 6’s, 1876.. 
Do. 6’s, 1882.. 
Lehigh Navigation 
Do. 6's, ei, EE 
Do. 6’s, 1897. és 
Do. 6’s, gold loan... 
Morris Canal preferred 
Do. _ boat loan 
Susquehanna Canal 
Ches. & Delaware Canal 
Delaware Division Canal 


City National Bank 

Commercial Bank............... 

Corn Exchange 

Farmers and Mechanics’ 

RRS ee na as 
Manufacturers’ National. - 29 
Mechanics’ National............. aa 
North-America National 34) ~« 
Philadelphia National : oo -27 


Second & Third Streets Railroad. . ! cx 
Fourth & Eighth Streets Railroad. 2 
Fifth & Sixth Streets Railroad.... a ae 
Thirteenth & Fifteenth on 
Green & Coates Streets Railroad. . i, Se 
Chestnut & Walnut ——: 
Girard College -- 30 
Hestonville Railroad a 
Keystone Zinc -. 380 
Big Mountain Coal.............. 9 
Buck Mountain Coal << ae 
Clinton Coal a 
Feeder Dam Coal «sa 
N. Y. & Mid. Coal eaaicamerd ncaa .. 20 
Shamokin Coal ae Oe 
St. Nicholas ce Ve 3 


* Sold ex-dividend after Jan. 20. 
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Notes on the flonen Market. 


New York, Feb. 20, 1869. 


Exchange on London, at sixty days’ sight, 109 @ 1091 for gold. 


There has been no repetition this month of the stringency which was noted in December 
and January. Money is yet in active demand among the brokers, at 5@7 per cent, and 
commercial paper is passed only at high rates, Loans on call, with Government collaterals, 
are readily made at 5 @ 6 per cent; while loans with railroad and miscellaneous collaterals are 
made at 6,7, and 8 percent. Some needy borrowers are compelled to pay from 8 to 12 per cent 
where the collaterals are not of the best order. 

The banks hold from 150 to 200 millions of deposits: their capital and surplus 

Peer ccccccccccccccece eseeeee $110,000,000 
GEL sch kite Kdenevedonsewecsedee ssp an celia alae’ clot hone ah gence publeiiiicndisd 54,000,000 


MER ndancinencaccccnmussseima ©06000s:0100068\00 00000 eeccesccccce 008 vacciccseecces $ 144,000,009 
while their loans are $266,000,000, or about $120,000,000 in excess of capital and surplus and 
circulation. The deposits thus furnish au important aggregate for loans. Besides this 
large sum, the capital held and invested by private bankers of this city, on a large portion 
of which interest is paid, is probably quite as large as that of the National and State banks. 
The foreign export of gold from this port this year (to 13th inst.) has been $5,139,000, 
against $9,657,000 for the same period in 1868. We annex a summary of the export fora 
series of years : — 
1852. ....2++++ $5,695,000 
1853....++0+66 1,329,000 4,287,000 365... .eeeee+ 3,917,000 
ssseeccee 1,627,000 . 3,765,000 
202,000 
5,226,000 
6,693,000 1869......4. .. 5,139,000 


Foreign exchange is unsettled. The foreign-exchange market is affected this week by the 
large offerings of bills to pay for the bonds ordered and bought for European account. Ban- 
kers’sixty-day sterling were offered, second hand, at 1085, to 10834, and prime commercial 108 
to 1084. Prime bankers were selling direct at 109, and sight 1093. The orders from Europe 
to buy bonds are in excess of the demand for exchange, and some are waiting the negotiation 
of their bills. 

Prices are nominal on the basis of 109} for the best bankers 60-days sterling bills, and 109} 
for short sight do. We quote :, Bills at 60 days on London, 108}@1083 for commercial; 1083@ 
109} for bankers’; do. at short sight, 1094@1093; Paris at 60 days, 5.20@5.16}; do. at short 
Sight, 5.16}@5.133 ; Antwerp, 5.20@5.16}; Swiss, 5.20@5.16}; Hamburg, 354@36; Amsterdam, 
40}@403; Frankfort, 40}@403; Bremen, 784@79; Prussian thalers, 71@713. Compared with 
the previous three months, the quotations are as follows: — 

Sixty days’ bills. Nov. 21. Dec. 21. Jan, 23. Feb. 19. 
On London, bankers’ 1093 @ 109% .. 109} @ 109} .. 109§ @ 109} .. 109 @ 109} 

- commercial.... 108i @ 109 .. 108] @ 1095 .. 108} @ 1095 .. 108} @ 109 
Paris, bankers’............ -. 5.20 @5.16} .. 5.20@5.16} .. 5,183@5.15 .. 5.20@5 16} 
Amsterdam, per guilder 41 .. 40§@ 41 .. 4§@ 41 403 @ 403 
Bremen, per rix dollar...... 78: @ 79 .. 73k@ 79 .. 78§@ 7 7383@ 783 
Frankfort, per florin 408 @- 4h... «=408@ 418... = 40 41 .. 405@ 403 
Hamburg, per marc banco....35 @ 36 .. 35§@ 363 .. 309 @ 36§ .. 353@ 36 
Prussian thalers,............. @ 71g .. 4@ 72 .. 7 7 =. W@ 73 
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The banks of this city report an increase of six millions in loans since the first week in 
January; and sixteen millions in deposit. 
‘ Legal Aggregate 
1867. Loans. Specie. Circulation. Deposits. Tenders. Clearings, 
Jan. 5.... $257,852,460 .. $12,794,892 .. $32,762,779 .. $202,533.564 .. $65,026-121 .. $466,987,787 
July 6.... 264,361,237 .. 10,853,171 .. 33,669,397 .. 191,624,312 .. 71,196,472 .. 494 081,990 
Jan. 4, 1868, 249,741,297 .. 12,724,614 .. 34,134,391 .. 187,070,786 .. 62,111,201 .. 483,266,304 
July 3...... 281,945,931 .. 11,954,730 .. 34,032,466 .. 221,050,806 .. 72,125,939 .. 525,646,603 
Jan. 4, 1869. 259,090,057 .. 20,736,122 .. 34,379,609 .. 180,490,445 .. 48,896,421 .. 585,304,709 
“ 11.... 258,792,562 ..  27°384,730 .. 34,344,156 .. 187,908,539 .. 51,141,128 . 707,772,051 
18... 262,338,831... 29,258,536 .. 34,279,153 .. 195,484,843 .. 52,927,083 .. 675,795,611 
25... 264,954,619 .. 28,864,197 .. 34,265,046 .. 197,101,163 .. 54,022,119 .. 677,234,542 
Feb, 1....++265,171,109 .. 27,784,923 .. 34,231,156 .. 196,985,462 .. 54,747,569 .. 609,360,296 
“ 266,541,732 .. 27,939,404 .. 34,246,436 .. 196,602,899 .. 52,424,133 .. 670,329,470 
.. 264,380,407 .. 25,854,331 .. 34,263,451 .. 192,977,860 .. 52,334,952 .. 690,754,500 
At Boston the bank-movement shows similar features to that of New York. The loans are 
five or six millions in excess of the early returns of January. We annex a summary of the 
leading items of the current year, on an aggregate capital of $42,300,000. 
Legal Circulation, 
1867. Loans. Specie. Tenders, Deposits. National, 
Aug. 5......$96,367,558 $472,045 .. $15,111,084 .. $33,308,850 .. $24,655,075 
Jan. 6, 1868. . 94,960,249 .. 1,466,246 .. 15,543,169 .. 40,856,022 .. 24,626,559 
July 100,110,830 1,617,638 .. 15,107,307... 43,458,654 ., 25,214,100 
Jan. 4, 1869. 98,423,644 2,203,401 12,938,332 .. 37,538,767 .. 25,151,340 
100,727,007... 3,075,844. 12,864,760 .. 38,082,891 .. 25,276,640 
«eee. 102,205,209. 2,677,688 .. 12,992,327... 39,717,193... 25,243,823 
102,959,942 .. 2,304,790 13,228,874 .. 39,551,747 .. 25,272,300 
103,696,858 .. 2,161,284 .. 12,964,22: ee 40,228,462... 25,312,947 
ooee 104,342,425. 2,073,908 12,452,795 36,693,887 .. 25,292,057 
At Philadelphia the Seasin and loans of the banks, as indicated through the Clearing- 
House, were as follows: The banks are thirty in number, with a combined capital of $16,- 
517,150. 
1867. Legal Tenders. Loans. Specie. Circulation. Deposits. 
Aug. 3.... $16,733,198 .. $53,427,840 .. $302,055... — $10.035,925  .. $38,004,543 
1868. 
Jan. 4.... 16,782,432... 52,002,304 .. 235,912 . 10,639,000 .. 36,621,274 
July 6.... 16,443,153... 63,653,471 .. = 233,996 .. = 10,625,426 =... «= 44,824,398 
1869. 
Jan. 4.... 13,210,397. 51,716,999 .. 352,483. 10,593,719 38,121,023 
“ 11.... 13,498,109... 51,042,237... 54H,691 tk. 10,593,372 ° 38,768,511 
“ 18... 13,729,498 .. 52,122,738 .. 478462 .. 10,596,560 . 39,625,158 
*25.... 14,054,870 .. 52,537,015... = 411,887... = 10,592,914 .. — 39,585,462 
Feb. 1.... 14,296,570 .. 2,632,813 302,782 .. 10,593,351 .. 39,677,943 
“ 8.... 18,785,595 .. 53,059,716 .. 337,051 .. 10,586,552 .. 40,080,400 
The United-States Supreme Court at Washington has given a decision in the case of Bron- 
son vs. Rhodes, which reverses that of the New-York Court of Appeals, It affirms that con- 
tracts made specifically payable in coin cannot be satisfied by legal-tender United-States notes. 
Also, that the act making gold and silver coin a legal-tender has never been repealed, and 
that there are two kinds of legal-tender, to wit: gold coin and United-States paper notes, 
This decision affirms the legality of greenbacks as legal-tender for all contracts and payments 
where gold coin is not specifically named. In this case, a mortgage was made in the State of 
New York in 1851 to secure payment of $1,500; and it was provided that the money should be 
paid in coin, the legal money of the United States. In January, 1865, tender was made in 
Treasury notes, which was refused. The New-York Court of Appeals held that the tender 
was a discharge of the mortgage, and directed it to be cancelled. The Supreme Court of the 
U.S., now hold that there are two descriptions of lawful money, both sanctioned by law, and 
both a legal tender; that in view of this fact, where coin is provided to be paid, judgment 
should be for such description of money ; but, where no description is named, judgment should 
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be entered generally without specification. The judgment of the New-York Court of Appeals 
is reversed with costs, and the cause remanded for further proceedings in conformity to this 
decision. Justices Davis and Swayne concurred, briefly delivering separate opinions, and 
Justice Millerdissented. This decision is in keeping with the decision of the Maryland Court 
of Appeals, (See February No. p. 648.) 

The Government-bond market has been highly excited during the week, with an important 
advance in nearly all classes issued. The foreign demand has rapidly enlarged, mainly from 
Frankfort, and holders have advanced their quotations from 1@ 2 percent. The five-twenty 
bonds of 1862 have reached 116}, the highest price realized since they were issued. The fol- 
lowing are the closing prices of leading Government securities, compared with preceding 


weeks. 
Jan. 15. Jan. 22. Jan. 29. Feb.5. Feb. 12. Feb. 19. 


U. S. 6’s, 1881 coupon 2h. «(1123 «. 1128 .. 112% .. 114 .. 113f 
U.S. 5-20’s, 1862 “* o- 1138 .. 113% 113$ .. «115g .. 1144 
TB. BOR, BEE  ccencccsnse cccsoe -- 1093 .. 100§ .. 1093 13¢ 5. My 
U.S. 5-20°s, 1865 “ <-. 26) .. 200§ .. ih 113} 112} 
U.S. 5-20’s, 1865, July..........- icaaa .. 1083 108, .. 108% .. 10 .. 1123 
U. S. 5-20’s, 1867, coupon os -» 108} .. 108} 109 1103 1103 
U.S. 5-20’s, 1868, “ .. 108% .. 109} 109} .. 110k .. 1104 
U. S. 10-40’s, t cipadaniane ... 107§ .. 107§ .. 108% .. 108% .. 109% .. 109} 
The Stock market has been active throughout the month, with higher prices influenced by an 
abundant money market. 


Stocks. Dec. 31. Jan. 8. Jan. 15. Jan. 22. Jan. 29. Feb. 5. Feb. 12. Feb. 19. 


Canton Company oo CB. H.. @.. AH. HB .. CB . a 
Cleveland & PittsburghR.R 84 .. 86% .. 833... G24... 95§.. OAR .. 92 .. OI 
Cleveland & Toledo R. R... 101 .. 101 .. 104§ .. 1034 .. 105f .. 103$ .. 105} .. 105} 
Chicago & R. Island R.R... 118 .. 119% .. 1284 .. 131} .. 133 .. 128k .. 132... 128% 
Chicago & Northwest’n R.R. 81 .. 82g... 83h... 82h... SH} .. S4h .. 83Z .. 83 
Chicago & Northwest’n pref 84 .. 84)... 88%... 87} .. 92 .. 2h 92 90} 
Cleveland, Col. & Cin...... 74§.. 74h... 75 .. 74h... 74 1. 74 .. T3R .. 69 
Delaware & Hudson Canal. 130} .. 130 .. 132}... 126 .. 126 .. 126 .. 128} .. 129 
Hudson River R. R........ 134 .. 1334... 181 .. 135...  :135§ .. 137 135 
Illinois Central R. R so 0 a AC AR. I. OR. a. 
Michigan Central R. R 1154... 118 .. 117 «. 1109 .. 120 .. 118$ .. 1194 
Michigan Souttiern R. R.... +. GOh.. O1f.. O49 .. O5f .. 93% .. OBh .2 O42 
Milwaukee & St. Paul R. R. +, os 73... 77h... GHt.. 6 .. 66} 
Milwaukee & St.P.R.R.pref — .. 803 .. 95f .. 933 .. O6f .. 78 .. 79H .. 78z 
Mariposa Mining........... — . — « 6 .. FM.. MB.. S oe Sf .. 
Mariposa preferred 20 «. 2 .. Mh.. BE.. BM .. BD .. BW .. DW 
New York Central R. R.... 1593 .. 1563 .. 1585 .. 163% .. 1633 .. -- 1644 =... 1633 
New York & Erie R. R 393... SOP... 383... 38h... 35h... 36h .. — 
New York & Eric pref...... 66 .. GF .. 6 .. GRE G.. mu mm 
Ohio & Mississippi cer MH 1. B.. ME... BW.. DW .. 34} 
Pacific Mail Steamship Co.. 118g .. 120 .. 123 .. 117} .. 121g .. 116}... 114 .. 106} 
Pittsburg & Ft. Wayne R.R. 113} .. 118} .. 120} .. 123} .. 123 .. 17h .. 118 .. 118 
Quicksilver Mining «ac BS. Bas B.. .. M.. = 
Reading R. R -- O84 .. O6h.. O58 .. O7§ .. Of .. OF .. 98 
Toledo & Wabash R. R -» G1E.. 63f.. GP... 66% .. 63h .. 66} .. 663 
Western Union Telegraph. 33... 34)... 34 .. 36}... 39h... 38h... 379 .. 374 


There is an improved feeling as to State loans, with a steady demand for Southern securi- 
ties, The following are the current quotations for State bonds. 


N, Y. Reg. Bounty Loan N. Y, 6 P ec. Canal, ’77 

N. Y. Coupon Loan N. Y.7 Pc. Canal, ’78... 

N. Y.7 P c, Canal, ’70 Ohio 6 P c., 1875 

N. Y. 6 Pc. Canal, ’72 Ohio 6 P c., 1881............68 os 

N. Y.6 Pc. Canal, 73 Ohio 6 P c., 1886... ....00 he sb hmedinae 100 
N.Y. 6 Pc, Canal, ’74 Ill, Canal bonds, ‘60 

N. Y.6 Pc. Canal, ’75........... ee Ill. Canal bds. reg. ’60.... 





768 


Ill. 6 P c. c. °79, aft. 00......... handued 

Il. 6 P c. c. "79, aft. 62...... O05 eo0cessee 100 
Ill. 6 P c. c. 979, aft. 65...... manwaie Shins 

Ill. 6 P c. c. °79, aft. °70.... 

Ill. 6 P c. coupons, ’7 

Ill. 6 P c. coupons, °79........... Ceececce 100 


Tenn, 6 P c. ex-coupons... 

Tenn. 6 P c. new b’ds 

Virginia 6s, ex-coupons...... coneee 
Virginia 6s, new bds.......... ececees sees Os 
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| Georgia 7s, new bds.... 
| North Carolina 6s........... 
| North Carolina 6s. n. bds 


Missouri 6s 


| Calitormia 78......0.s0....eeee- 
| Connecticut 63s 

| Alabama bs.............+ Serre 
| Alabama 8s 


Very few railroad bonds are at present quoted above par, although considered a solid secur- 


ity and yielding a liberal interest. 


New York Central 63, 1883 

New York Central 6s, R. Est 

New York Central 6s, Subscription 

New York Central 73, 1867.............. eo 
Erie ist M, ext 

Erie 7s, 2d ind., 1879.... 

Erie 7s, 3d ind., 1883......... ‘ig iadhecacaca 92 
Erie 7s, 4th ind., 1880 

B., N. Y. & E. 1st °77 

Hd, 7s, 2d M.S, F. 85 

TRIE TIE EE, onic cceccescsccerccace oseses 
Michigan Central 8 P c. °69-72...........119 
Michigan Central n. Ist M. 8s, ” 

Chicago, Burlington & Q. 8 Pc. Ist M....111} 
Michigan Southern 7 P c. 2d M coos B 
Michigan Southern & N. 1.8. F.7 Pe.... 96 
Illinois Central 7 P c. 1876 

Alton & T. H. lst M........ 

RN Oe DT SRE wscccesicsccccieses & 
Alton & T. H. 2d M. ine 

Chicago & N, W. S. Fund 

Chicago & N. W. 1st M 

Con. 7 P cent. con........ 

Hannibal & St. J. L. Gr....cceee cesses 
Hannibal & St. JO.com. ........ cee ee eee 112 


We annex the quotations of the present week. 


Lackawanna & Western bds 
Pol. & W. Equip. bds 

Great Western 2d M., 93 

Q. & Tol. Ist M., 90........ ei 
Illinois & S. Iowa 1st M ooo WO 
Galena & Chi. extended coos OG 
Chicago R.[.&P...... ara eT TN 
New Jersey Central 1st M................ § 
New Jersey Central 2d M 

Morris & Essex Ist M.... 

Morris & Essex 2d M...... RPO POT TET 
P. Bt. W. & C, 1st BM .cccce.... 

Cleveland & Pittsburgh 2d M.... 
Cleveland & Pittsburgh 3d M.... 
Cleveland & Pittsburgh 4th M 

Chicago & Alton Ist M 

Chicago & Alton ine........ See 

Ohio & Mississippi Ist M.... 

Milwaukee & St. P. 1st M. 8s.... 
Milwaukee & St. P. ist. 7 3-10 

Milwaukee & St. Paul ist M........ 
Milwaukee & St. Paul 2d M.... 

Milwaukee & St. Paul I & M.d 

C. & Great Eastern Ist M 


7 
. 78h 
- 0 


The great diversity of opinion developed in the Congressional debate on the bill providing 


for a redistribution of the National-bank currency shows that there is little chance of its suc- 
cess forthe present. The Western men demand more of the currency; and they insist that 
the National banks shall be so restricted by law, as to prevent any attempt at temporary con- 
traction. There are enough members in the House, either personally interested in or friendly 
to, the National banks, to take care of their interests; and the manifest hostility of the West- 
ern men towards these institutions, as shown by the debate, has put the bank-men on the 
lookout for their interest. 

The official recapitulation of gold and silver coin sold on account of the UNITED STATES, 
from January, 1863, to Jan. 9, 1869, shows $238,500,000. The largest sales were in 1867; 
namely, nearly $59,000,000 at New York. In 1868, over $39,000,000 were sold at New York and 
St. Louis. The taxes on the entire amount sold in those years were $148,000; commissions, 
$263,000; premiums, $103,222,000; net receipts, about’ $346,500,000. 





